UNIVERSITY 
OF  MJCH 


BULLETIN 

of  the 

BUSINESS  HISTORICAL  SOCIETY 


3 


Win  tfwnsTiiTM 


BUSINESS  AND  THE  FEAR  OF  MATERIALISM 
Bt  Sxaiiut  Sb  Hwtg— 


^”5“  m  THE  AMEKICAN  raxTOE 

Bj  Amids  W.  Gsigokt 


WEIXAra  CANAL:  AN  EPISODE  IN 
THE  HISTORY  OF  THE  ST.  LAWRENCE  WATERWAY 
Bt  Hugh  G.  J.  Anuif 

LOUISVILLE  AND  NASHVn.r.p.  n  An^ 
A?  DEVELOPMENT  OF  ALAnAntA 

tAXAJif  AND  IRON 


107 


m 


135 


BrJteARE. 

EDITORS  COLUMN 
SECRETARY'S  COLUMN 


165 

175 

177 


^oLXiVl 


SEPTEMBER  1952 


Nnober  3 


BUSINESS  HISTORICAL  SOdETT,  INC 

O^^aniied  in  1925  to  pcomote  die  itiidj 
of  budneae  enterpriae 
froan  «i  hiatockal  point  ol  Tiew 

C^^Eeare  Memktn  ^  At  CrnsneU 

Augustus  P.  Louhg,  Chaeijcs  FkAifCu  Adams 

PimUhta  TbomasC.  Goghbam 

Dohald  K.  Dated 
Datid  F.  Edwabog* 
Aixab  Fobbbs 
N.  S.  B.  Gbas 
Chablbs  B.  Habemug 
Ralhi  W.  Hmr 
J<Bnf  W.  Higgirb 
JOIBN  G.  B.  Hutcbdis 
Hbubibtta  M.  Labson 
Augustus  P.  Lobihg 
Rkhabd  C  Otbstchi 
Hbicbt  L.  Shattucx 
D.  Gbobgb  Sulutan 
R.  G<Ma>oN  WAJscm 
Habold  F.  Wilmamsdw 
Waixacb  B.  Donham 
EKtattnt  Stcnimy  and  Qmk  Honorary  Mtmbar 


D.  Gbobgb  Sulutan, 

Vict-Prmdom,  ad  interim 


Tlie  SocietT  ooUeets  boauieae  msnnacripta,  books,  aidl  nporta, 
disttib«tea  piiUicBtioas,  and  odberwise  promotes  reaeardi;  the  Har- 
TMtd  Graduate  Sdund  of  Bnsiiieas  Adminiatration  fondhea  ^oe 
and  abo  aaaiatance  from  the  memben  of  ha  lacnhj  and  staff, 
Hanraid  Baamesa  Sdiool  Aaaociatea  rooeiTe  all  the  publicatioiis  of 
die  Societj. 

Badi  iasDea  oi  the  BuDedn  may  he  obtained  on  mkrofifan  at  a 
ncmnnal  duuro  by  writing  to  UniTernty  Afkrafilma,  313  North  First 
Street,  Amt  AHbor,  Midiigan. 

BULLETIN  OF  THE  BUSINESS  HISTORICAL 
SOCIETT,  INC. 

Hbnbibra  Bf.  Labson  Hilma  B.  Holton 

Enter  if  iiiiiiBil  Editor 

PobKahed  quarteriy  and  sent  free  to  members  of  the  Society. 

For  infonnation  oonoeroing  dw  Sodety  or  die  BuBedn,  address 


BUSINESS  AND  THE  FEAR  OF  MATERIALISM 

By  the  time  a  business  society  is  lalH*led  “materialist,”  th(*  battle 
slogan  has  already  rallied  what  must  once  have  Ihm'Ii  iiutc  squads  of 
private  frustrations.  To  begin  with,  somebody’s  con.sci(*ncc  must 
have  been  upset  by  the  great  business  mastery  of  circumstance,  or 
there  would  be  no  need  to  complain  about  “materialism”  or  anything 
else.  Since  a  case  of  upset  conscience  can  cover  a  variety  of  aches  and 
pains,  it  might  be  worth  investigating  some  of  the  particular  frustra¬ 
tions  before  we  draw  conclusions  about  bu.siness  in  general.  P’ortu- 
nately,  we  have  data  that  isolate  some  a.spects  of  the  problem  where 
we  can  observe  and  enjoy  it — in  the  roots  of  an  occurrence,  with  real 
people  living  the  issues. 

One  unique  example  of  a  conflict  over  “materialism”  has  come 
dowTi  to  us  by  an  accident  of  history  that  kept  intact  through  fiv(‘- 
and-a-half  centuries  the  personal  correspondence  of  a  i^erplexed 
medieval  businessman  named  Francesco  Datini.  From  the  rt'cords, 
we  can  reconstruct  the  characters  of  two  men  who  argiu'd  ideas  to 
Francesco  so  contrary  that  it  is  a  little  surprising  to  find  they  were 
both  his  business  associates.  Francesco’s  aides  lived  through  the  .same 
events,  but  drew  the  opposite  conclusions  from  them.  On  one  .side, 
his  partner,  Domenico,  was  pressing  for  an  expansion  of  bu.siness  in 
terms  boisterous  enough  to  make  his  opinions  amount  to  a  standard 
of  conduct  for  the  enthusiastic  “materialist.”  On  the  other  side,  his 
legal  counsel,  Lapo,  was  .so  disconcerted  by  the  very  existence  of 
business  operations  that  he  insisted  on  Francesco’s  immediate  n‘tin*- 
ment  and  the  release  of  his  wealth  for  “spiritual”  pur]K)ses.  Fran¬ 
cesco,  himself,  who  had  acquired  his  po.sition  only  after  considerable 
personal  effort,  was  devoting  much  of  his  ow  n  effort  to  building  a  new 
mansion  and  enjoying  the  prerogatives  of  prestige.  Meanwhile,  he 
kept  his  business  in  operation,  trying  to  decide  what  final  obj(>ctive 
his  success  should  take. 

Francesco  Datini  was  born  about  1330  of  a  minor  merchant  family 
in  Prato,  a  small  town  near  Florence.^  The  great  plague  of  1348  killed 

*  Information  about  Francesco  has  been  drawn  from  Enrico  Bensa,  F rancesco 
di  Marco  da  Prato  (Fratelli  Treves  Editori,  Milano,  1928);  and  from  the  introduc¬ 
tion  in  Cesare  Guasti,  Ser  Lapo  Mazzei,  Lettere  di  un  Notaro  a  un  Mercante  (Succes- 
sori  le  Monnier,  Firenze,  1880). 
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father,  mother,  and  two  of  the  four  children,  leaving  Francesco  under 
the  guardianship  of  relatives.  Two  years  later  he  went  to  Avignon 
alone  to  make  his  way  in  businesses  sustained  by  the  papal  court— 
larg(‘ly  the  provision  of  arms,  clothing,  loans  and  paintings  to  the 
nobility  and  officials  in  residence  there.  Francesco  e\'idently  displayed! 
enough  ability  as  apprentice,  agent,  and  manager  to  be  taken  into 
junior  partnerships  and  by  the  1370’s  he  was  already  independently 
wealthy. 

Though  established  economically,  Francesco  played  the  errant 
bachelor  until  well  into  his  forties.  He  finally  married  a  20-year-ol(l 
girl  named  Margherita  whose  family  he  knew  well  as  members  of  the 
Florentine  community  in  Avignon,  where  they  had  moved  after  the 
father’s  execution  for  a  political  intrigue.  The  end  of  the  papal  sojourn 
in  Avignon  two  years  later  resulted  in  some  decline  in  business  and 
much  political  confusion.  Francesco  therefore  took  the  effort  to  train 
a  reliable  oi^anization  in  Avignon  so  that  he  him.self  could  return 
home. 

Francesco’s  return  to  Prato  in  1383  was  a  great  social  success. 
Wealthy  and  experienced,  he  was  soon  given  political  posts  such  as 
councillor  and  later  burgomaster  [Gonfaloniere  di  giustizia].  His  .sense 
of  family  was  evidently  strong — he  had  always  remembered  his  father, 
Marco,  in  his  signature  Francesco  di  Marco — and  he  began  to  act  like 
a  paterfamilias.  He  selected  an  old  parcel  of  property  from  his  patri¬ 
mony  to  develop  into  a  baronial  mansion;  he  took  his  former  guardian 
into  partnership  and  found  jobs  for  his  relatives;  he  began  to  develop 
local  industry  and  oversee  textile  production  for  export. 

But  his  business  potential — perhaps  his  nervous  potential — was  too 
large  for  Prato,  and  Francesco  was  not  interested  in  proving  his  status 
through  honorary  political  posts  alone.  He  kept  his  Avignon  office 
active  and  began  opening  branches  in  Pisa,  Florence,  Genoa,  Valencia, 
and  Barcelona.  Before  long  he  was  master  of  an  important  Mediter¬ 
ranean  merchant  network  and  he  maintained  a  kind  of  senior  direction 
over  various  commercial,  industrial,  and  banking  partnerships  in 
which  he  had  invested.  He  left  Prato  more  and  more  often  on  businc'ss 
trips,  and,  since  Margherita  had  furnished  no  heir,  he  became  again 
something  of  an  errant  bachelor. 

Meanwhile,  throughout  this  ix'riod,  both  while  he  lived  in  Avignon 
and  after  his  return  to  Italy,  Francesco  saw  the  plague  break  out  time 
after  time  with  the  suddenness  and  terror  of  an  authentic  mystery. 
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One  of  Francesco’s  business  partners  during  the  1390’s  was  an 
eager  Florentine,  Domenico  di  Cambio.  Francesco’s  main  company 
in  Florence  w  as  managed  by  a  certain  Stoldo,  but  Domenico  had  b<‘(>n 
financed  indeiiendently,  principally  for  dealings  in  cloth.  Since  Fran¬ 
cesco  had  invested  3,400  of  the  firm’s  4,000  florins,  th«>re  was  little 
doubt  who  made  the  policy  deci.sions,  but  Domenico  had  the  day-to- 
day  management  and  took  one  third  of  th(*  profit. 

Domenico’s  enthusiastic  letters  to  France.sco  were  alx)ut  as  full  of 
battles,  murders,  riots,  and  executions  as  a  tabloid  newspaixT.  Not 
only  did  Domenico  consider  the  daily  news  worth  coverage,  he  also 
con.sidered  it  worth  optimism  and  bias  from  a  busine.ss  jxnnt  of  view. 
Consider  his  communiques  of  the  Guelph  military  campaign  of  1391 
in  which  the  Count  d’Armagnac  led  the  Florentines  against  Msconti:^ 

June  7,  1391.  There’s  news  here  from  Genoa  that  B. . . .  had  enlisted  a 
great  group  of  people  and  came  to  hold  the  passes  against  the  Count  d’Armag¬ 
nac,  at  which  Armagnac  found  out  and  took  the  pa.s.ses,  so  that  when  V’is- 
conti’s  men  arrived  they  were  already  there  and  the  only  people  who  escaped 
were  B . . . .  with  30  lancers,  who  returned  to  Avignon.  All  the  other  troops 
were  captured  and  killed,  including  1,800  horses,  and  they  chopped  the  head 
off  the  captain  of  the  brigade.  It’s  great  good  news.  These  reports  were 
written  the  29th  of  May  in  Genoa,  and  say  that  now  the  Count’s  men  have 
passed  the  mountains  and  entered  Lombardy.  Please  God  to  give  them  vic¬ 
tory  against  the  blasted  tyrant.  (Piacia  a  Dio  di  dare  loro  vettoria  chontro  a 
quello  maladetto  Tirano.  ] 

Armagnac  was  captured  by  the  enemy  in  July,  1391,  but  Domen¬ 
ico’s  faith  in  the  outcome  was  unshaken: 

December  16,  1391.  There  is  new’s  here  about  Visconti’s  people  being 
drowned;  and  that  1,200  horsemen  of  his  were  killed  when  S....  broke 
through,  the  story  goes,  and  the  Pisans  broke  the  dikes  in  several  places  of  the 
valley  in  his  country.  It’s  great  news  for  us.  Visconti’s  brigade  drew  off 
toward  Pietrasants,  may  the  Lord  confound  them  [Idio  gli  schonfonda). 

The  campaign  was  now  lost  and  a  Guelph  delegation  was  sent  to 
meet  Visconti’s  Ghibelline  party  in  Genoa  for  truce  talks.  Domenico 
at  this  time  talked  of  an  armistice  as  if  it  would  be  a  diplomatic  \ic- 
tory  for  the  Guelphs,  and  Stoldo ’s  hesitations  were  nottxl  with  stjme 
contempt : 


*  Domenico’s  letters  have  been  translated,  by  the  writer  of  this  article,  from 
those  published  in  Renato  Piattoli,  L’origine  dei  Fondaci  Datiniani  di  Pisa  e  Genova 
in  Rapporto  agli  Awenimenti  Politici  (Prato,  1930). 
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’  Januar>’  8,  1392.  Still  no  news  here  from  Genoa  about  the  truce  talks. 
When  Rood  news  comes  through  on  the  peace,  I’ll  tell  you  so  you  can  have  a 
big  celebration  there  Ifare  festa  e  alegrezal  with  the  other  Guelphs.  But  this 
doesn’t  go  for  Stoldo,  who  has  a  little  Ghibelline  in  him  and  doesn’t  know 
whether  he’s  happy  or  sad  [no  sa  quand’  ese  lieto  o  dolentej. 

Domenico’s  enthusiasm  made  him  a  loyal  supporter  during  the 
difficult  years  when  Francesco’s  fortune  was  threatened  by  heavy 
taxes.  Prato  had  come  under  the  jurisdiction  of  Florence  in  1350,  and 
after  the  Visconti  wars  the  Florence  government  decided  to  tax  the 
town  heavily.  The  extent  of  Francesco’s  fortune  was  an  unknown 
quantity,  and  for  a.ss(‘ssment  purposes  the  Florentine  officials  showi  d 
an  alarming  resjx‘ct  for  his  earning  power.  There  was  the  question. 
t(X),  of  the  dowry  of  his  wife.  The  marriage  had  taken  place  in  A^•ig- 
non,  a  distant  town  with  a  medieval  filing  system,  and  France.seo 
admitted  to  no  dowry  whatever.  The  resulting  petition  for  an  abat**- 
ment  was  ihe  occasion  for  considerable  negotiation  over  the  next  few 
years.  From  the  start,  Domenico  a.ssured  France.sco  that  pres-surc 
would  lx‘  brought  to  bear  on  the  town  council  and  that  he  would  fight 
the  ca.s(‘  as  if  it  were  his  own; 

As  far  as  the  assessment  is  concerned,  you  don’t  need  to  give  it  a  thought. 
With  the  grace  of  God,  we’ll  see  to  it  that  your  petition  will  be  the  first  one 
looked  into  when  the  officials  convene.  There  are  enough  of  our  own  friends 
to  help  us  along  and  you  don’t  have  to  worry  alx)ut  the  others.  They’ll  see 
that  when  they  put  up  resistance,  our  men  will  take  care  of  it.  Leave  all  the 
planning  to  us.  I’m  as  concerned  about  your  affairs  as  I  am  about  my  own, 
and  the  others  here  feel  the  same  way,  so  don’t  get  depressed  about  it  (no  vi 
date  maninchonia]. 

•  Ind(H‘d,  through  all  the  events  of  the  1390’s,  Domenico  acted  ac¬ 
cording  to  a  careful  system  of  allegiances — to  the  cloth  busine.ss,  to 
Francesco,  to  the  Guelph  party,  and  to  Florence.  On  occasion,  tlii.< 
clo.s<‘  .supixirt  involved  him  in  conflicting  loyalties,  but  in  these  casi  s 
he  seems  to  have  recogniz(*d  the  major  objective  without  much  trial. 
In  the  tax  case,  France.sco’s  fortune  took  precedence  over  the  munici¬ 
pal  laws,  but  there  was  a  {xfint  where  business  5rielded  to  citiziuisliip. 
For  example,  Domenico  Ix'came  jxxsitively  indignant  when  reporting 
a  clumsy  agent  who  was  so  short  of  common  sense  as  to  let  military 
information  slip  out  for  the  sak(‘  of  a  business  speculation: 

I  want  you  to  know  what  little  common  sense  Ambrogio  has.  It  develojw 
that  a  while  back  he  wrote  a  letter  to  A. . . .  in  Genoa,  telling  about  how  the 
people  are  in  had  shape  here  and  aren’t  sure  of  their  food,  and  haven’t  grain 
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for  six  months,  and  that  if  V'isconti  ran  an  attack  at  Siena  or  Rologna,  we’d 
have  a  ^reat  depression  here;  and  then  that  the  voting  citizens  don’t  agree 
among  themselves;  and  that  therefore  it  looked  like  a  goo<l  investment  to  him 
to  buy  up  grain  and  ship  it  here;  and  he  wrote  a  number  of  things  in  the  same 
vein.  And  so  the  customs  inspector  at  Genoa  saw  the  letter  and  had  a  copy 
of  it  sent  to  Visconti;  and  after  that  another  copy  was  sent  here  to  the  town 
council.  Then  he  was  arrested  all  of  a  sudden.  They  asked  him  if  he  wrote 
the  letter,  and  he  said  yes.  They  asked  him  if  he  had  a  reply,  and  he  said  yes. 
They  said,  get  the  letter.  At  which  he  went  home  and  made  up  a  letter  in  his 
own  handwriting,  putting  in  what  he  thought  would  go.  Then  the  C’ouncil 
saw  th"*  the  letter  was  copied,  and  he  confessed  that  it  was.  They  said,  get 
the  original,  and  he  said  it  had  been  tom  up.  At  this  point  the  councillors 
gave  him  a  rough  time  [I’anno  avuto  forte  e  male]  and  are  probably  going  to 
follow  up  with  sizable  fines.  Lord  help  him. 

This  shrewd  stmse  for  the  doom  that  follows  a  naive  sptTulator  led 
to  careful  credit  inve.stigations  before  making  an  investment.  Since 
Domenico  was  an  unblushing  partisan  himself,  he  evidently  a.s.sumed 
that  the  people  he  dealt  t^nth  would  lx*  partisan  in  submitting  pro¬ 
posals  to  him : 

And  you  ought  to  give  me  a  few  facts  for  L .... ’s  benefit.  He’s  applied  to 
me  to  extend  credit  to  somebody  named  Piero  del  Jacopo,  from  Prato.  He 
told  me  the  fellow  is  a  friend  of  his,  about  30,  says  he’s  worth  4,000  florins  in 
cash  and  assets,  that  he  has  two  fine  houses  there,  a  fine  garden,  and  sttme 
good  property  outside  Prato.  And  the  applicant  tells  me  that  the  fellow  owns 
the  house  he  lives  in  here,  and  that  he  has  a  money  exchange  stall  in  the  grain 
market.  So  I’d  like  you  to  give  me  as  much  information  as  you  can  about  bis 
credit,  and  then  how  much  whatever  he  has  there  is  worth,  and  also  find  out, 
if  you  can,  if  the  house  he  lives  in  at  Florence  is  really  his  own,  and  if  you  can 
learn  anything  about  his  holdings.  These  are  things  that  can’t  be  looked  into 
too  closely  [no  si  pu6  troppo  ciercharej.  I  have  other  things  on  my  hands,  but 
the  matters  I  ask  you  to  look  into’  are  the  ones  that  aren’t  closed  yet.  It's 
good  to  put  our  feet  into  a  number  of  stirrups.  Plea.se  God  to  give  us  notice 
ahead  of  time  about  the  things  that  He  does  through  us.  Once  we’re  married 
to  them,  there’s  too  much  trouble,  and  that’s  for  certain. 

Domenico  was  adjusted  to  this  kind  of  business  conflict  and  his 
examination  of  other  people’s  motives  applied  to  his  dealings  with 
Francesco  as  much  as  with  anyone  else.  While  Domenico  was  at¬ 
tempting  to  expand  the  business  in  Florence,  it  IxTami*  obvious  that 
a  move  was  afoot  to  open  a  new  Datini  branch  in  Genoa.  France.sco 
had  evidently  taken  some  pains  to  explain  that  this  shift  would  not 
affect  the  importance  of  the  branch  in  Florence,  but  Domenico  n*- 
niained  unconvinced: 
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As  far  as  what  you  say  about  wanting  to  make  me  rich,  thanks  for  the  kimj 
words,  which  I  see  are  sincere  enough.  Your  going  to  Genoa  can’t  increa-^c 
my  profits  any,  but  jast  add  to  the  problems  and  aggravation.  As  far  as  I’m 
concerned,  I’d  much  rather  you  came  here  than  to  Genoa,  or  at  least  staycfl 
in  Prato,  because  I  write  you  things  that  would  be  dangerous  to  write  Id 
Genua  so  that  your  going  off  would  be  a  real  nuisance  to  me.  But  I  have  faith 
in  God  that  if  you  stay  in  Prato,  the  project  will  begin  to  look  less  worth  while 
than  you  perhaps  think. 

Through  much  of  the  correspondence,  Domenico’s  anxiety  is  evi¬ 
dent  to  ket‘p  Francesco’s  interest  focused  on  him.  Almost  all  of  Do¬ 
menico’s  letters  Ix'gin  with  a  standard  format  of  complaint:  “On  tlu* 

. . .  th  day  of  this  month  I  wrote  you  through  our  man  .  .  . ,  listing  what 
I  had  ne<‘d  of  up  to  that  time,  and  I  haven’t  received  a  letter  from  you 
in  reply,  so  there  will  be  all  the  le.ss  to  say  here  [sicchfe  per  questa  ci  ari 
meho  a  dire].’’  The  exasperation  finally  exploded  in  a  protest  again.st 
Francesco’s  occupation  with  his  mansion: 

Yesterday  I  had  a  letter  from  Stoldo,  your  manager,  and  he  wrote  how  busy 
you  were  with  your  town  house,  and  yet  you  don’t  write  to  me.  It’s  very 
pleasing  that  you’re  giving  yourself  some  peace  and  relaxation.  Please  God 
that  I  may  be  able  to  do  the  same.  But  I  want  to  get  some  projects  going  for 
another  ten  years,  then  I’ll  look  for  some  relaxation  along  with  you,  but  first 
I’d  like  to  earn  a  little  money  for  the  two  of  us. 

But  it  was  not  the  town  house  alone  which  was  distracting  Fraii- 
ce.s(*o’s  attention,  for  I.apo  Mazzei,  the  legal  counsel,  was  prob¬ 
ably  as  energetic  in  discouraging  the  bu.siness  interests  of  Francesco  a.s 
Domenico  was  in  encouraging  them. 

Like  Francesco,  I.apo  Mazzei  was  originally  from  Prato.  He  was 
born  in  1350,  the  .second  oldest  of  seven  children.  His  father  had  died 
when  I.apo  was  still  a  boy,  and  he  was  brought  up  by  his  mother,  as  he 
says,  on  the  instructions,  “Save  your  .soul,  my  boy,  and  don’t  pay  at¬ 
tention  to  anything  else  [Figliuolo,  .salv'e  I’anima  tua,  e  d’altro  non 
curare].”  He  came  to  Florence  as  a  young  man  to  be  apprentic(‘d  in 
the  gild  of  judges  and  notaries.  For  ten  years  he  was  a.ssistant  to  an 
advocate  who,  he  commented  later,  .saw  only  his  own  interests  in  the 
cau.s(>.s  of  his  clients.  Of  this  joeriod,  I.apo  stated  that  he  had  been 
living  “on  a  pitch  fork,  with  furies  and  demons  [in  sulle  forche,  con 
rabbie  e  diavolarie].”* 

®  I^apo’s  letters  have  been  tran.slated,  by  the  writer,  from  tho.se  publishe<l  in 
Cesare  Guasti,  Ser  Lapo  Mazzei,  vol.  i  (Firenze,  1880). 
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Lapo  soon  obtained  a  position,  however,  for  which  he  dev(‘lop(‘d  a 
great  attachment.  He  hK*came  counsel  of  a  home  for  the  destitute  and 
infirm  (the  Spedale  di  Santa  Maria  Novella).  Under  the  rules  of  this 
in.stitution,  the  inmates  were  requiriKl  to  give  up  on  entry  what  po.s- 
sessions  they  owm*d  and  were  not  [lermitted  to  marry,  except  by 
s|x*cial  permi.s.sion.  I.apo,  however,  counsel  for  th(*  home  was  not 
iHJund  by  these  niles.  He  was  married  and  had  fourteen  children,  not 
all  of  whom  survived. 

In  addition  to  his  position  with  th(‘  |KM)rhou.s<‘,  I.apo  actwl  as  notary 
for  various  municipal  projects.  In  1390  he  wrote  some  letters  to  the 
Prato  town  council  which  so  impres-stnl  Francesco,  as  tlu*  .story  go<‘s, 
that  Lapo  was  asked  to  handle  the  legal  problems  of  the  Florentine 
branch  of  France.sco’s  business.  That  marked  the  Ix^ginning  of  a 
twenty-year  friendship. 

Only  twice  in  his  hundred  letters  to  Francesco  betwinm  1390  and 
1395  did  I.apo  even  refer  to  political  or  military  events,  in  sharp 
contrast  to  the  letters  of  Domenico.  The  start  of  the  Vi.sconti  cam¬ 
paign  provoked  the  remark  that  those  who  were  spariMl  death  by 
battle  w’ere  obligated  to  mend  their  ways.  The  other  refenmce  was  on 
the  occa.sion  of  a  political  a.ssa.s.sination  in  PLsa,  which  elicitetl  the 
plea,  “May  the  Lord  make  things  more  peaceful  in  our  countrj'.”  I^po 
was  not  imsulated  from  events,  however,  and  in  fact  acted  as  public 
notary  for  the  Florentine  tnice  delegation  to  Genoa  in  December, 
1391.  At  this  vital  time,  Francesco’s  agents  were  reporting  whatever 
news  and  rumors  of  news  they  could  find  about  the  conference,  but 
l^po’s  sen.se  of  honor  prev’ented  him  from  disclosing  a  word: 

Dearest  honorable  friend.  Thinking  of  you  many  times  in  Genoa,  I  wanted 
to  write  you  and  I  was  held  back  because  you  and  your  men  want  to  know 
news  about  the  developments  that  bring  us  here,  and  I  know  you  all  want 
things  to  tiuTi  out  well  for  a  number  of  rea-sons.  And  because  of  my  official 
position  [per  mia  onest&]  I  can’t  tell  you,  either  the  terms  or  the  things  that 
are  going  on  except  those  that  are  common  knowledge  here  in  the  money 
houses  and  everywhere.  You  will  have  to  excuse  me;  and  consider  that  where 
there  are  to  be  found  such  capable  citizens  as  there  are  here,  you  can’t  expect 
any  but  laudable  goals  from  them. 

The  same  stui.si'  of  honor  cau.s(‘d  I.ai)o  to  act  more  like  an  impartial 
judge  than  a  partisan  lawyer  during  Franc<‘sco’s  h'gal  batth's.  For 
e.xample,  France.sco  refu.sed  to  pay  more  than  50  florins  for  a  painting 
that  had  IxMUi  ordered  and  the  artist  “danci'd  and  rav(‘d  at  not  In'ing 
content  with  50  florins.”  A  represiuitative  from  the  gild  of  s|R'cialists 
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who  was  called  in  to  judge  the  value  claimed  that  the  painting  was 
worth  60  floiins,  but  would  settle  the  case  for  55.  Lapo  wrote  Fran¬ 
cesco  that  he  argued  the  ca.se  several  times  “to  carry  out  your  wishes, 
but  against  my  judgment ;  and  every  time  the  reasons  against  you  in- 
crea.s<‘.”  And  in  the  crucial  tax  case,  I^apo  at  first  considered  the  new 
laws  “tricks  and  villainies  [forze  e  villanie].”  But  as  the  case  wore  on, 
he  offered  Francesco  the  following  patriotic  suggestion: 

1  submit  for  your  consideration  that  you  ought  to  be  satisfied  to  come  to 
the  aid  of  your  city  the  way  others  do.  I  really  believe  with  all  my  heart  that 
you  shouldn’t  be  free  from  responsibilities  [libero  dalle  gravezze]  if  your  city 
needs  help. 

Con.scious  as  I^jx)  was  of  an  absolute  ideal  of  conduct,  it  was  only 
natural  that  his  letters  to  France.sco  should  gradually  take  on  the 
character  of  stTmons.  The  standard  he  used  for  judging  good  and  evil 
can  be  traced  from  a  letter  written  to  I.apo  in  1387  by  a  monk  nanit  d 
Giovanni.  From  his  cell  in  Vallombrosa,  the  monk  wTOte  with  the 
same  forceful  imagery  that  Dante  u.s(‘d  in  the  “Inferno”  to  express  his 
indignant  discovery  of  evil — of  sin  so  materially  present  that  there  was 
phy.sical  exhilaration  in  confronting  it.  The  greeting  of  Giovanni’s 
letter  was  as  follows: 

Don  Giovanni  to  ser  Lapo  Mazzei,  Florentine  notary:  A  standard  to  rais** 
over  the  sinners  beaten  to  earth  by  their  blemishes,  so  that  they  may  be  reborn 
in  the  Lord,  Who  loves  that  simple  soul  which  the  world  derides  [della  quale  il 
mondo  fa  beffa). 

After  various  quotations  and  interpretations  from  Scripture, 
Giovanni  continued : 

But  let  us  turn  to  your  estate,  like  a  tree  in  blossom;  blos-soms  that  1  fear 
strongly  maj'  l)e  brought  to  earth  by  the  winds  of  worldly  cares.  And  yet 
Christ’s  birth  in  the  flesh  shows  us  how  we  can  be  bom  in  spirit.  And  first  we 
should  consider  that  He  was  lH)rn  in  a  stable;  so  that  we  raise  our  love  from 
this  vain  world,  like  a  stable,  in  which  stand  men  like  animals,  shivering  in 
the  dung  of  their  sins  janimali  uomini,  i  quali  giacciono  nello  stereo  del 
peccatoj. 

Notice  the  power  of  that  conception — that  the  material  world  was 
an  animal  jten  in  which  misdeeds  wen*  tin*  inescapable  filth.  I.ai)o’s 
mild  character  lackt*d  the  magnificence  of  Giovanni’s  contempt  for 
evil;  he  pref(*rred  to  commiserate  from  a  distance.  But  his  basic  as¬ 
sumption  about  the  role  of  business  was  the  same:  it  was  the  cold  wind, 
scattering  the  blossoms  of  the  spirit.  In  fact  I.a|)o  later  reconstructed 
the  imag(*  of  the  tree  for  Francesco’s  lx*nefit: 
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Only  remain  steadfast  in  that  sacred  and  bountiful  desire,  for  the  ^reat  fear 
is  that  such  good  thoughts  be  like  the  leaves  of  a  tree,  which  every  little 
breeze  takes  and  sends  this  way  and  that. 

And  later; 

I  see  that  you  listen  to  even*’  salutary’  advice  voluntarily,  and  by  nature 
everj'  good  token  which  can  develop  your  spirit  impres.ses  itself  «leep  in  your 
mind:  but  the  winds  of  your  occupation  which  you  undertook  on  your  own 
initiative,  suddenly  makes  them  fall  to  earth  where  they  can  bear  no  fruit. 

Giovanni’s  symbol  for  the  material  world  was  a  stable;  I^im)  found 
himself  merely  “trapped  in  a  cniel  sea  [gabbato  in  qiu’sto  cmdel  man* 
del  mondo].”  All  I.apo  saw  in  Francesco’s  |K)ss<‘ssions,  his  bu.siness 
investments,  his  administrative  decisions — a  jxttential  which  I>)m(‘n- 
ico  was  envious  to  share — was  worry  and  distraction  and  v(‘xation  of 
spirit: 


I  have  heard  from  you  often,  by  letter,  of  the  anguish  and  distractions  that 
you  have  with  w’orldly  affairs;  but  when  I  see  your  office  here  with  my  own 
eyes,  I  realize  that  they  are  much  greater  than  I  had  pictured.  Thinking  of 
the  irritations  from  the  houses  that  are  manufacturing  goods  for  you,  from 
the  warehouses  in  distant  countries,  from  the  requests  that  are  made  to  you, 
from  the  plans  you  have  to  settle,  which  are  plagues  so  many  times  and  in  so 
many  w’ays  more  than  necessary,  that  I  see  it  is  not  possible  to  conceal 
yourself  a  single  hour  from  the  world  and  its  pitfalls. 

Running  underneath  this  image  of  the  vexations  of  jK)ss<*ssion  is  a 
positive  desire  for  dispossession,  for  absence  of  desire  and  for  solitude. 
With  all  the  requests  made  to  Francesco  for  investments,  loans,  and 
help  of  one  kind  or  another  it  must  have  been  refreshing  that  all  I^po 
ever  wanted  from  him  on  his  personal  account  was  a  cask  of  salted 
anchovies,  “and  don’t  fret  about  the  freight  charges.”  He  found 
adequate  satisfaction  in  his  little  country  place: 

F. . . .  told  me  Wednesday  of  your  favorable  impression  of  my  estate,  and 
that  my  parcel  of  property  pleased  you.  I  call  it  a  parcel  [orto]  becau.se  such 
a  little  thing  can’t  be  called  an  estate.  But  to  my  mind,  since  I  desire  little, 
it  is  large  enough.  And  this  lack  of  desire  seems  to  me  the  es.sence  of  richness. 

In  I.apo’8  case,  thp  .solitude  and  the  lack  of  desire  seemed  to  Ix'come 
the  conditions  requisite  for  him  to  achieve  a  .sen.s(‘  of  imixirtance.  ( >n 
one  level,  the  important  thing  was  his  sense*  of  fri(*nd.ship  with  Fran¬ 
cesco,  a  leader  of  industry  to  whom  he  could  give*  salutary  aelvie*e.  He* 
wrote  that  he  thought  of  this  frienelship  “in  the  city,  at  night,  in  my 
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study  when  I  am  most  alone.”  And  he  insisted  that  Franceseo  not 
show  his  letters  to  anyone 


Last  night,  while  I  was  eating  the  Saturday  supper,  troubled  by  the  many 
sorrows  of  the  day,  I  received  your  letter,  which  gave  me  great  pleasure  at  the 
table.  And  if  Monna  Margherita,  who  is  a  little  wicked,  wouldn’t  say  that 
I  were  flattering  you.  I’d  tell  you  a  truth:  that  I  get  great  delight  out  of  letters 
from  your  hand,  because  I  seem  to  be  directly  with  you  or  see  you  writing  in¬ 
formally  to  me — even  though  I  don’t  feel  entirely  good  about  it  when  the 
address  is  in  someone  else’s  handwriting  as  this  was.  But  at  any  rate,  I  have 
a  comfort  in  that  your  wife  doesn’t  know  how  to  read,  so  that  at  least  she 
doesn’t  have  the  joy  of  seeing  what  we  are  writing. 


Part  of  Lapo’s  insistence  on  privacy  came  from  his  fear  of  being 
mocked.  In  his  letters,  as  in  the  monk’s  letter,  that  reference  to 
mockery — fa  heffa — comes  up  again  and  again : 


It  pleases  me  greatly  to  say  these  things  to  someone  I  have  a  great  friend¬ 
ship  with;  maybe  other  people  would  make  fun  of  me  for  it  (forse,  altrte  si 
farebbe  di  me  beffa]. 

By  chance  if  anyone  should  read  this  letter  other  than  yourself,  he  may 
make  fun  of  it  (se  ne  faria  beffa];  you  know  you  can’t  say  everything  to  just 
anybody. 

On  another  level,  the  important  thing  to  Lapo  was  probably  hi.s 
sense  of  participation  in  a  religious  mission.  For  as  time  wore  on,  I^ajK) 
began  to  see  more  clearly  how  Francesco  could  cure  himself  from  the 
afflictions  of  the  world:  he  was  to  donate  a  chapel.  As  Lapo  mused. 
“It  could  be  called  the  Chapel  of  Francesco,  or  if  you  prefer,  Saint 
Mary  of  Grace,  or  Saint  Mary  of  the  Humble,  or  Blessed  Saint  Mary, 
or  the  Chapel  of  the  Hermit.” 

In  1395,  Laix)  received  his  final  inspiration.  On  looking  througli 
some  devotional  books  for  Francesco,  he  had  come  across  “The  Revela¬ 
tions  of  Saint  Brigida,”  a  Swi.ss  woman  a  generation  older  than  I.ai)o. 
whose  pious  life  had  caused  her  to  be  canonized  in  1390.  Francesco 
was  to  found  an  abbey  dedicated  to  Saint  Brigida: 


*  Francesco  developed  connubial  difficulties  at  about  the  time  of  this  letter  and 
sent  Margherita  away  to  Florence,  where  she  stayed  with  Lapo.  Lapo  pleade<l 
with  Francesco  to  “let  the  good  soul  come  home,’’  but  it  was  only  when  Margherita 
herself  became  impatient  and  packed  off  to  Prato,  that  the  couple  was  reunited. 
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Florence 

13  November,  1395 

Dear  Francesco: 

At  this  hour,  three  in  the  morning,  free  and  alone  in  my  study,  1  have  re¬ 
read  your  letter,  so  full  of  the  good  will  which  renews  again  and  again  our 
friendship.  .  .  . 

The  same  troubles  follow  whoever  has  farm  workers,  laborers,  friends:  and 
tries  to  get  his  work  done  with  money;  and  every  time  he  inspects  his  under¬ 
takings  and  then  expects  something  else.  And  you  so  concerned,  so  anxious 
that  not  a  single  investment  turn  out  badly  nor  a  single  brick  fall  out  of  place 
over  the  long  run;  what  a  thing  is  the  working  of  the  eternal  soul!  for  it  isn’t 
such  a  stiff  barrow  but  works  with  its  hands;  and  it  isn’t  lost  in  stone  or  brick 
but  changes,  howling  and  tormented.  I  don’t  know,  but  I  believe  so;  I  haven’t 
seen  these  things,  I  feel  them. 

So,  for  the  sake  of  God  and  for  the  affection  that  will  reign  between  us 
until  death,  and  perhaps  after  as  well,  I  ask  and  plead  with  you  to  look  around 
carefully  to  found  some  organization  like  the  Sacca  Abbey  .... 

If  you  say,  “Well,  what  are  you  doing?’’  I  would  say  that  if  I  were  sick  in 
this  bed  for  a  full  year,  I  still  wouldn’t  make  any  different  kind  of  a  will;  that 
is  to  say,  that  what  little,  what  very  little  I  have  would  be  for  my  children, 
there  isn’t  enough  to  think  beyond  that.  I  would  do  well  to  give  something 
from  my  own  hand;  for  I  know  the  value  of  your  comment  about  the  nun  from 
Pisa:  but  you  don’t  remember  what  you  said.  She  is  coming  here  to  enter  the 
sacred  monastery  of  Saint  Brigida  that  Alberti  is  founding.  And  Alberti  is 
selling  everything  he  owns;  and  is  endowing  it;  and  he  has  put  three  of  his 
children  in  orders;  and  they  are  already  with  the  company  of  Saint  Brigida, 
growing  up  with  them.  And  many  great  monasteries  have  been  founded  in 
Rome,  in  Switzerland,  in  Greece  and  in  the  West.  The  whole  world  is  part  of 
a  new  love  eternally ,which  Christ  has  ordained  to  Christians  through  her.  And 
it  is  not  yet  twenty  years  since  she  died,  at  Rome,  where  she  had  gone  to  the 
church  of  San  Lorenzo,  by  the  wall  where  the  angel  (to  whom  Christ  used  to 
give  orders  day  by  day)  told  her  personally  the  orders  and  rules  of  the  monas¬ 
tery  she  was  to  found — and  the  Church  approved  of  her  life  and  rules  and 
canonized  her  just  recently. 

I  found  descriptions  by  her  disciples  and  her  confessor,  of  hundreds  of 
miracles  during  the  first  year;  of  blind,  deaf,  mute,  lame,  leprous,  withered, 
pain-wracked  and  dead  people  revived  by  her;  and  just  recently  her  body  is 
being  transferred  from  Rome  to  Switzerland. 

And  this  marvelous  lady  had  a  husband  and  children!  And  she  could  tell 
you  things,  that  to  hear,  you  would  leave  your  employees  to  their  work,  from 
whom  you  expect  more  than  from  Christ.  For  there  would  be  no  question  at 
all  of  admiring  these  things  at  which  you  put  your  energy,  and  which  just 
creates  some  plajrthing  of  wood  or  stone  or  misfortune  with  which  you  are 
never  content.  So  comfort  your  wife,  and  let  us  appear  to  this  saint  as  she 
was,  and  take  conviction  and  be  saved.  For  the  fact  is  that  the  strength  of 
her  perfection  was  in  her  widowhood. 

Since  the  strength  of  Lapo’s  mother  was  also  in  her  wiclowlnxMl,  an 
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abbey  to  Saint  Brigida  would  reconstruct  admirably  the  noncompi*ti- 
tive  environment  I^po  had  experienced  in  his  childhood. 

********* 

Francesco  Datini  lived  midway  in  history  between  two  contrary 
concepts  of  materialism.  Each  marked  a  major  cultural  contribution 
by  the  city  of  Florence.  One  was  Dante’s  vivid  discovery  early  in  the 
fourtei'iith  century  of  the  inferno  inhabited  by  .selfish  seekers  aftor 
gain.  The  narrative  of  that  trip  through  Hell  has  become  a  definition 
of  the  medi(‘val  conception  of  the  material  world.  Distracted  l)y 
short-range  objectives,  the  damned  men  of  affairs  had  to  .suffer  ^vith- 
out  the  inspiration  of  a  co-ordinating  goal.  The  second  was  tin* 
Florentine  artists’  definition  of  the  abundant  fortune  reserved  for 
.succe.s.sful  materialists.  From  Giotto’s  early  .s(‘n.se  of  weight  and  sub¬ 
stance  to  the  fifteenth  century’s  illu.sion  of  dimension,  materialism 
meant  an  incr(‘asingly  specific  comprehension  of  the  immediate  world 
— its  d4cor,  character,  and  activity.  Between  the  two  periods  of 
summation  lived  France.sco,  in  a  vacuum  of  genius  brought  on  by 
plague. 

Neither  Domenico  nor  I^apo  seem  to  have  had  the  imagination  to 
gra.sp  the.se  brilliant  justifications  for  their  positions.  Domenico,  un¬ 
doubtedly  like  Francesco  earlier  in  his  career,  was  too  absorbed  in  the 
job  of  getting  on  in  the  world  to  consider  any  possibilities  beyond  the 
cloth  market.  On  the  other  hand,  it  might  be  said  of  Lapo  that  he  had 
never  been  told  how  money  came  into  the  world  and  had  lived  too 
long  on  institutional  overhead  to  enjoy  the  embarras.sing  proce.ss  for 
him.s(‘lf.  Francesco  alone  had  achieved  the  personal  success  and  hcnc(* 
the  fri^edom  of  mind  to  Ix'  able  to  make  a  choice.  His  major  as.set  was 
the  organization  he  had  created  to  produce  wealth,  and  he  had  to 
decide  whether  to  maintain  or  liquidate  it.  If  he  did  monetize  hi.s 
wealth  h(‘  could  use  it  to  play  the  genial  country  squire  or  to  dedicate 
some  longer-range  memorial.  He  was  in  his  sixties  when  he  faced  this 
problem  and  he  had  no  legitimate  heirs  to  carry  on  his  name. 

For  a  while,  at  least,  France.sco  seems  to  have  been  swept  along  on 
the  momentum  of  his  business,  without  clarif3ang  his  position.  He 
had  never  developed  a  family  life  of  his  own  and  was  free  to  travel  .a.s 
h(‘  ph‘as(Hl.  For  .some  time,  he  was  able  to  hold  his  interests  in  balanee 
without  committing  himself  to  a  decisive  program.  Then  in  1400  then- 
apjjeared  in  Italy  another  of  those*  plagues  which  the  times  wen*  so 
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unable  to  cope  with.  To  France.sco,  who  had  lost  his  |)arents  in  the 
terror  of  1348,  it  must  have  seerntnl  the  very  prestuice  of  the  I^st 
Judgment.  He  mov(*d  with  his  deptmdents  to  Bologna,  wh(>re  the 
])lague  was  less  severe;  he  took  part  in  a  pilgrimage  through  Tuscany, 
f  flothed  in  white  canvas  and  walking  barefoot  from  shrine  to  shritu*; 

I  and  finally  he  made  his  great  decision.  H(‘  donated  his  mansion  and 

the  bulk  of  his  fortune  to  found  Prato’s  “Cep|>o  <lei  Poveri” — the 
.Mainstay  of  the  Poor — a  charitable  institution  .similar  to  the  one  in 
Horence  for  which  I.aix)  worked.  .\n  institution  for  the  economically 
underprivileged  in  Prato,  it  was  Francesco’s  monument  to  his  own 
career. 

The  Datini  story  is  more  than  an  incident  in  hi.story;  it  is  one 
example  of  a  basic  problem  facing  us  all  today.  Like  the  Florentine, 
our  own  business  society  has  beiui  .succes.sful  in  creating  W(‘alth  with¬ 
out  imposing  uniformity.  Since  we  can  afford  the  luxury  of  debate, 
we  now  face  as  a  nation  the  problem  of  Francesco:  to  program  the 
resources  we  have  developed. 

^  Without  straining  for  comparisons,  there  are  probably  thrw  com- 
^  ments  on  the  Datini  material  that  might  be  relevant  today.  These 
:•  concern  the  possibilities  in  a  bu.sine.s.s  .society,  the  range  of  personali- 
I  ties  within  it,  and  the  importance  of  keeping  all  fa<*tions  guid(‘d 
toward  their  own  development. 

1.  Business  leadership  does  not  necessarily  disqualify  a  society  fn)m 
j  producing  culture.  The  evidence  seems  to  show  that  it  is  at  least 
possible  for  a  crude  business  society  to  actjuire  .some  of  the  tastes  of 
;  the  connoisseur.  As  a  matter  of  fact,  the  generation  sub.s(‘quent  to 
that  of  Francesco  made  the  dividing  line  betwwn  busiiu*ss  and  cul¬ 
ture  difficult  to  locate.  Florentine  bu.sine.ssmen  then  became  the 
entrepreneurs  of  art  products  that  sold  profitably  and  eventually 
I  stocked  our  museums  wth  new  ideas  about  the  world  around  us. 
j  In  fact,  Francesco’s  man.sion  itself  is  a  quiet  bit  of  culture.  It  is  a 
j  sample  of  the  turnirjg  point  between  the  local  color  of  the  Gothic 
I  world  and  the  refinement  of  the  R('nais.sance.  It  retains  the  U>ggia  on 
I  the  top  floor  for  an  airy  outlook  on  th(*  clamor  of  th<‘  city  but  adds  a 
j  band  of  murals  on  the  outside  wall  to  indicate  the  galh‘ry  of  leg(*!ids 
I  that  the  citizens  have  inherited.® 


*  See  illustration  on  Page  120:  Project  for  restoration  of  the  mansion  i)y 
Catani  Chiti,  in  pos.ses.sion  of  the  C'assa  di  Rispannio,  Prato,  iis  repnaiuced 
in  the  Archivio  Storico  Pratese,  anno  xiii. 


Francesco’s  Mansion, 
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2.  The  range  of  personality  characteristics  in  any  society  seems  to 
l)c  a  good  deal  larger  than  most  of  us  realize.  Once  we  look  h<‘hind  the 

,  labels  and  the  slogans  we  uncover  a  whole  circus  full  of  p«‘culiarities, 
whose  temperaments  and  feeding  habits  are  qtiite  distinct.  For 
c.xample,  the  Domenico.s — enthu.siastic,  acquisitive,  (*ager  for  conflict 
and  glory — see  no  rea.son  for  wasting  resources  on  fol-de-rol.  Tlu‘y 
know  how’  fundamental  to  society  is  its  economic  potential  and  they 
:  want  to  re-invest  to  keep  the  machinery  nmning.  The  I^pos — mild, 

'  judicial,  absorbed  in  meditation — are  unin.spired  by  the  workings  of 
economics.  They  feel  .significance  in  terms  of  the  long  run,  and  they 
want  to  keep  distractions  away  from  the  solitude  of  the  spirit.  Neither 
breed  demonstrates  undue  curiosity  about  the  other.  In  fact  it  is 
really  a  little  shocking  to  recognize  how  thonnighly  their  own  in- 
breeding  prevents  them  from  understanding  each  other  even  after 
performing  the  .same  work  routine  together  day  after  day. 

3.  For  these  rea.sons,  one  function  of  the  leadership  in  a  community 
should  be  to  locate  the  goals  that  can  inspire  as  many  sp(?eies  of  |)er- 
.sonality  as  possible.  Since  it  is  pos.sible  for  a  busine.ss  society  to  be 
well-rounded  and  .since  all  .societies  seem  to  contain  a  bewildering 
variety  of  talent,  skill  should  be  used  to  develop  the  conditions  that 
will  allow  the  blossoming  to  take  place.  This  would  not  call  for  peace 
and  harmony,  necessarily,  but  it  might  involve  a  more*  intelligent 
interplay  of  issues. 

Perhaps  that  is  one  standard  for  the  success  of  an  acquisitive  so- 
1  ciety — not  the  lack  of  argument,  but  the  quality  of  the  argument. 
Perhaps  there  is  a  clue  for  Francesco — not  to  look  so  much  for  a  solu¬ 
tion  as  for  a  method  of  keeping  the  various  claimants  as  fully  up  to 
their  own  potential  as  possible.  For  as  in  the  material  (or  was  it 
spiritual?)  society  of  Florence,  these  competitive  working  units  .seem 
to  be  the  ba.sis  for  our  awn  position  in  history  as  a  nation. 

Stanley  S.  Miller 

Harvard  University 


THE  OFFICE  OF  PRESIDENT  IN 
THE  AMERICAN  TEXTILE  INDUSTRY 


In  contrast  to  the  practice  followed  in  most  corporate  business 
enterprises,  the  position  of  president  in  a  textile  company  is  generally 
of  secondary  importance.  The  treasurer  is  usually  the  chief  executive 
officer.  It  is  he  who  makes  the  managerial  decisions,  and  it  is  he  who 
is  responsible  only  to  the  board  of  directors.  In  the  nineteenth  cen¬ 
tury,  all  the  mills  established  by  the  Boston  capitalists  adopted  this 
nomenclatun*  for  their  leading  officers ;  curiously  enough,  the  mills  at 
Ix)well  continue  this  practice  today.  The  treasurer  of  each  company 
directs  its  operation  from  his  office  in  Boston  while  the  agent  sup«‘r- 
vises  production  from  his  counting  i-oom  at  Ix)well;  very  much  in  the 
background  is  the  president.^  It  is  the  purpo.se  of  the  present  study 
to  investigate  the  origin  of  this  usage  and  to  discover  what  were  sonn* 
of  the  functions  and  characteristics  of  the  presidents  of  the.s('  textile 
companies  in  the  nineteenth  century. 

In  origin,  textile  manufacturing  was  the  first  industry  to  aris(‘  out 
of  the  mercantile  tradition  and  adopt  the  factory  system,  the  advent 
of  which  introduced  the  industrial  era  in  the  Unitc^d  States  as  it  did  in 
England.  Tho.se  who  founded  the  first  establishments  in  this  country 
were  W{‘althy  importers  of  British,  Caribbean  and  India  goods.  Even 
as  large-scale  merchants,  they  had  organized  their  trade  on  a  partiK'r- 
ship  basis.  The  chief  executives  were  the  partners  and  these  men  de¬ 
termined  the  over-all  policies  of  trade,  directed  the  accounting,  and 
pn)mot(‘d  sales.  As  the  details  of  the  operations  were  left  to  the  sup<'r- 
cargo<‘.s  and  captains,  managerial  duties  for  the  sedentary  merchant 
were  .small,  while  much  of  his  time  had  to  be  spent  on  the  financial 


‘  There  is  some  indication  that  this  situation  may  be  c)lang^n^.  Since  the  open¬ 
ing  of  the  twentieth  century,  the  chief  officer  of  the  Pacific  Mills  has  been  tiie 
president.  When  Ru.s.sell  H.  Leonard  reorganized  the  Pepperell  Manufacturing 
Company,  he  took  for  himself  the  name  of  president-treasurer  and  William  .\mory, 
the  former  president,  then  became  the  chairman  of  the  board  of  directors.  Josef 
Berger,  Memoirs  of  a  Corporation  (Boston,  1950),  vol.  v,  p.  8;  Evelyn  H.  Knowlton, 
PeppereU's  Progress  (Cambridge,  1948),  p.  234  ff. 
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and  accounting  aspects  of  the  business.^  Consequently,  his  functions 
were  largely  those  of  a  treasurer.  Since  the  partners,  the  innovators 
P  of  policy,  were  more  concerned  with  finance  than  with  manag(‘ment  of 
^  operations,  they  naturally  gave  the  chief  executive  offic«*r  in  the 
[  t«‘Xtile  field  the  title  of  “treasurer.’’^ 

The  promoters  of  the  early  cotton  mills  thought  of  the  functions  of 
‘  their  chief  executive  officers  as  primarily  financial.  This  fact  is  appar¬ 
ent  even  as  late  as  1850  when  the  founders  of  tlie  PepiKTell  Manu- 
.  factoring  Company  drew  up  its  bylaws.  By  thes<‘  r(‘gulations,  the 
‘  treasurer  was  directed  to  collect  and  disburs<‘  all  funds,  is.sue  all  stock 

‘  certificates,  and  make  a  yearly  accounting  of  the  company’s  financial 

status  to  the  stockholders.^  That  he  was  the  man  w  ho  had  charge  of 
,  building  the  mills  and  made  the  nece.s.sary  contracts  to  equip  the  fac- 
j  tories  with  the  late.st  machinery  is  nowhere  stated.^  Nevertheh*ss,  he 
did  perform  these  functions  and,  after  the  mill  was  o{)erating,  often 
j  was  responsible  for  the  purchase  of  cotton  from  the  South, 
j  Custom  and  function  alone  do  not  adequately  explain  the  terminol- 
*  ogy  retained  in  the  textile  industry,®  Actually,  the  form  that  cor¬ 
porate  enterpris('s  were  to  take  was  still  unsettled  in  the  early  nine- 
!  teenth  century.  The  same  merchants  who  entered  textile  manufactur¬ 
ing  also  established  banks  and  canal  companies.  In  the  latter  or¬ 
ganizations  the  leading  officials  went  by  various  titles.  Although 
banks  had  their  pre.sidents,  the  cashiers  had  greater  power  and  re¬ 
sponsibility.  In  the  canal  companies,  the  situation  was  fluid.  James 
Sullivan,  as  president  of  the  Middlesex  Canal  Company,  held  the 
j  primary  admini.strative  position  in  that  organization."  Yet  the  Pro- 


*  To  aid  the  partners,  each  concern  had  one  or  more  “clerk.s”  who  came  as 
apprentices  to  gain  experience  and  served  frequently  without  pay. 

®  Similarly,  the  use  of  agent  as  the  title  of  the  manager  of  the  mill  w'as  an 
adoption  from  mercantile  usage. 

*  Knowlton,  PepperelVs  Progress,  pp.  382-383. 

‘  Ibid.,  pp.  35-48,  52-.58. 

*  From  the  time  that  Patrick  Tracy  Jackson  became  treasurer  of  the  Boston 
Manufacturing  Company,  all  the  companies  established  on  the  system  adopted  by 
that  company  followed  this  nomenclature  for  their  executive  officers.  This  became 
known  as  the  Waltham  system.  From  a  scattered  sampling  of  the  incorporated 
mills  in  southern  New  England  and  in  New  York,  it  appears  that  this  pt)licy  was 
frequently  used  in  these  locations  as  well. 

'  Christopher  Roberts,  Middlesex  Canal,  1793-1860  (Cambridge,  1938),  p.  31. 
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prietors  of  the  IajcIcs  and  Canals  at  Lowell  chose  the  textile  form.* ** 
It  is  apparent,  therefore,  that  the  nomenclature  used  in  busine.ss 
administration  had  not  become  standardized.  While  each  organization 
had  its  president,  he  was  rarely  if  ever  the  chief  administrative  officer. 

The  acts  of  the  General  Court  of  Ma.ssachu.setts  reflect  the  evolu¬ 
tion  of  the  duties  and  re.sponsibilities  of  the  officers  of  the  companies. 
All  the  early  textile  corporations  were  established  by  special  statut(‘. 
Thus,  as  early  as  1809,  Massachusetts  began  to  have  general  laws 
governing  manufacturing.  According  to  these  regulations,  each  com¬ 
pany  had  to  elect  a  clerk  and  a  treasurer.®  Occupants  of  these  two 
positions  had  to  give  legal  proof  of  their  hone.sty  and  integrity.  The 
clerk  had  to  .swear  before  a  Ju.stice  of  the  Peace  to  perform  his  duties 
faithfully  and  the  treasurer  had  to  put  up  a  heavy  bond  and  obtain 
sureties  as  a  warrant  of  his  moral  rectitude.  It  was  left  to  the  bylaws 
of  each  company,  however,  to  determine  the  amount  of  the  bond.  In 
November,  1813,  the  Boston  Manufacturing  Company  put  theirs  at 
$30,000  for  their  treasurer,  Patrick  Tracy  .Jackson!^®  For  nearly 
forty  years  this  figure  was  the  standard  amount  asked  of  all  m(*n 
holding  the  office  in  the  northern  mills. 

It  is  significant  that,  in  drawing  up  the  first  laws  to  govern  manu¬ 
facturing  in  1809,  the  Massachusetts  legi.slature  made  no  mention  of 
the  office  of  pre.sident.  The  pre.sident  was  not  included  among  the  e.s- 
sential  officers  but  came  under  the  general  classification  of  “directors, 
agimts  and  factors,  neces.sary  and  convenient  for  their  [the  company ’.s] 
regular  gov'ernment.”“  Further  clarification  did  come  with  the  law 
of  February  23,  1830,  but  the  functions  of  the  president  and  the  meth¬ 
od  of  his  election  were  still  vague.^^  At  this  time,  however,  came  the 
first  mention  of  the  president  as  an  e.s.sential  officer.  The  law  stated 
that  he  had  to  be  chosen  from  among  the  directors  but  left  the  elec¬ 
torate  indefinite.  “One  of  the  directors,”  it  said,  “shell  be  cho.sen 
president,  either  by  the  directors,  or  by  the  company  [the  stockhold¬ 
ers],  as  shall  be  directed  by  the  bye  law  s.”^®  Hence,  for  about  twenty 

*  Charters,  Additional  Acts  and  other  Documents  relating  to  the  Proprietors  of  the 
Locks  and  Canals  on  Merrimack  River  (Cambridge,  1857),  p.  26. 

•  Laws  of  Massachusetts  (1805-1809),  vol.  iv,  chap.  65. 

Boston  Manufacturing  Company,  Stockholders’  Records,  vol.  i,  p.  1  ff. 

Laws  of  Massachusetts,  vol.  iv,  chap.  65. 

**  General  Imws  of  Massachusetts  (1822-1831),  vol.  iii,  p.  296. 

Revised  Statutes  of  the  Commonwealth  of  Massachusetts  (Boston,  1836),  chap. 
38,  sec.  iii. 


Bulletin  of  the  Business  Historical  Society 


125 


)'ears,  the  position  of  president  was  not  legally  essential  to  a  mann- 
facturing  corporation  while  that  of  both  treasurer  and  clerk  was. 

Whatever  legal  status  such  an  office  had  in  early  days  came  from 
the  statements  in  the  bylaws  of  the  various  companies.  From  the 
time  of  the  incorporation  of  the  Bo.ston  Manufacturing  Company  in 
1813,  all  the  textile  companies  had  a  pre.sident.  In  contra-st  to  the 
trea.surer  and  agent,  he  was  not  elected  by  the  stockholders  but  n*- 
ceived  his  appointment  from  a  vote  of  the  directors,  of  which  IxKly  he 
had  to  be  a  member.  Xor  did  he  need  any  confirmation  from  the 
stockholders.  Legally,  like  the  other  officers,  he  held  the  chair  for  one 
year  only.  Actually,  like  them,  once  appointed,  he  .served  until  he 
chose  to  resign.  But  unlike  the  treasurer  and  agent,  the  president  was 
not  asked  to  post  a  bond,  nor  was  he  under  any  oath  for  the  faithful 
performance  of  his  duties.  The  usual  terminology  u.sed  in  describing 
his  po.sition  was  that  such  an  officer  should  “pre.side  at  all  meetings  of 
the  Corporation  and  of  the  Directors.”^^ 

A  passage  in  the  records  of  the  I^ancaster  Mills  suggests  more  clear¬ 
ly,  perhaps,  the  insignificance  of  the  office  as  far  as  any  functional 
meaning  in  the  organization  was  concerned.  According  to  their  by¬ 
laws  drawn  up  in  1844,  the  directors  were  required  to  select  one  of 
their  number  for  president  who,  when  present,  should  preside  at  all 
meetings  of  the  corporation  and  of  the  directors.  “In  the  alxsence  of 
the  President,”  this  section  went  on  to  .say,  “the  meeting  may  appoint 
any  other  person  to  preside.”**  Apparently,  the  president  was  not 
expected  to  attend  all  the  meetings  of  the  corporation  any  more  than 
were  the  other  directors. 

While  emphasizing  the  unimportance  of  the  presidency,  the  legal 
phraseology  throws  but  little  light  on  what  actually  were  the  functions 
of  the  president  of  a  textile  company.  His  positive  duties  were,  in 
fact,  usually  couched  in  general  terms.  In  addition  to  ser\nng  as  the 
nominal  head  of  the  organization  and  presiding  at  all  the  meetings  of 
the  stockholders  and  directors,  he,  as  well  as  the  tn^asurer,  was  ex- 

Boeton  Manufacturing  Company,  Stockholders’  Records,  vol.  i,  p.  1  ff.  With 
only  slight  variations,  this  was  the  phraseology  used  in  the  bylaws  of  the  Merri¬ 
mack  Manufacturing  Company,  the  Hamilton  Manufactiming  Company,  the 
Taunton  Manufacturing  Company,  the  Atlantic  Cotton  Mills,  and  the  Pepperell 
Manufacturing  Company,  all  established  between  1813  and  18.50. 

Lancaster  Mills,  Directors’  Records,  vol.  i,  p.  5.  The  underlining  is  that  (tf 
the  present  author. 
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ported  to  sign  all  certificates  of  stock  issued  by  the  corporation.^®  He 
had  the  power  to  call  all  special  meetings  of  the  stockholders  when¬ 
ever,  in  his  opinion,  their  interests  demanded  it.  When  later  laws  re¬ 
quired  publication  of  the  financial  reports  of  the  companies,  these  also 
w(*re  is.sued  under  his  name  and  that  of  the  treasurer. 

In  addition  to  these  general  duties,  the  directors  occasionally  gave 
the  jiresident  si>ecific  tasks  to  perform.  When,  in  1827,  the  board  of 
the  Merrimack  Manufacturing  Company  decided  to  expand  and 
diversify  its  output,  they  named  Nathan  Appleton,  their  president, 
to  the  committee  to  decide  on  design  and  new  types  of  cloth  to  be 
manufactured.^®  Again,  in  1844,  in  anticipation  of  the  sale  of  tin* 
Boston  real  e.state  owned  by  the  Bo.ston  Manufacturing  Company, 
the  directors  appointed  John  A.  I.«well,  who  was  then  president  of 
the  company,  to  the  committee  chosen  to  evaluate  the  property  owiud 
by  the  concern.*®  At  times,  the  directors  used  the  president  to  sign 
as  surety  for  loans  that  the  corporation  desired  to  contract,  for  in  the 
early  days  the  reputation  of  even  the  Boston  Manufacturing  Com¬ 
pany  was  insufficient  to  secure  funds  from  the  Ma.s.sachu.setts  Hos¬ 
pital  Life  Insurance  Company.  That  institution  required  that  one  or 
more  members  of  the  board  of  directors  should  underwrite  any  sum 
the  managers  might  wish  to  borrow.  The  president  of  the  company 
was  likely  to  be  one  of  those  to  give  such  assurance.^®  These  responsi¬ 
bilities  of  th('  president  indicate,  perhaps,  his  increasing  activity,  but 
his  ix)wer  to  underwrite  loans  stemmed  from  his  personal  wealth  more 
than  from  the  office  he  held. 

The.se  duties  of  the  pre.sident,  however  indefinite  or  intermittent, 
still  made  him  a  symbol  of  the  corporation.  The  public  and  the  em¬ 
ployees  were  well  aware  of  his  presence.  In  the  1840’s  and  1850’s  when 
complaints  began  to  pour  in  on  the  textile  companies,  the  president, 
as  well  as  the  treasurer,  was  singled  out  in  the  appeals  for  relief.  The 
issues  were  the  price  of  board  at  the  boarding  houses  in  Cabotville  and 
the  reduction  in  hours  at  Lowell.  When  the  price  of  board  at  Cabot¬ 
ville  was  rai.sed,  the  opi'ratives  named  the  pre.sident  ahead  of  the  di¬ 
rectors  and  agents  of  the  manufacturing  companies  when  ix'titioning 


**  See  footnote  14. 

Revised  Statutes,  chap.  38,  sec.  17. 

**  Merrimack  Manufacturing  Company,  Directors’  Records,  vol.  i,  p.  37. 
Boston  Manufacturing  Company,  Directors’  Records,  vol.  i,  p.  1  fif. 
Ibid,  vol.  ii,  p.  1  ff. 
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for  redress  of  this  f^rievanee.^^  Likewise,  at  Ijowell,  wlu*n  tlu*  workers 
pressed  for  a  reduction  in  hours  in  1853,  the  treasurer  of  the  Appleton 
Company  presented  th(‘ir  claims  along  with  his  analysis  to  the  presi¬ 
dent,  who  was  then  exp(‘cted  to  call  a  mating  of  tin*  cori)oration  to 
authorize  the  reduction  in  hours.22 

It  would  scK‘m,  therefore,  that,  while  tlw*  president  was  the  titular 
h(‘ad  of  the  company,  his  active  participation  in  its  administration  was 
small.  Yet  he  made  .some  .significant  contributions.  First,  he  was  a 
consultant  in  matters  of  iK)licy.  Secondly,  he  lent  financial  stability 
to  the  corporation  becau.s(‘  of  his  wt'alth  and  prestig(‘  in  the  bu.sin<‘ss 
world.  At  the  .same  time,  his  responsibility  was  an  illu.sive  one. 
Samuel  Batchelder  made  this  fact  ch'ar  when  he  acc(‘pted  the  presi¬ 
dency  of  the  Exeter  Manufacturing  Company  in  1855.  .\lthough  h«‘ 
referred  to  the  office  as  more  “ornamental  than  u.sefid,”  he  add(‘d  that 
he  would  take  the  “responsibility”  for  management  of  the  company.^^ 
f]ven  though  he  gave  no  definition  of  the  dutms  involved,  his  later 
career  indicates  clearly  how  nominal  the.se  functions  were.  Having 
risen  through  the  industry,  Batchelder  became  treasurer  of  the  Hamil¬ 
ton  Manufacturing  Company.  At  eighty-five  he  still  held  that  office 
and,  in  addition,  the  presidency  of  it  and  five  oth<‘r  t(‘Xtile  concerns. 
It  would  seem  that  the  duties  of  the  pre-sidemt  wen*  not  only  illu.sive 
but  remarkably  light. 

Finally,  what  n‘sponsibility  a  president  did  accept  was  largely 
gratuitous.  While  quoting  salaries  for  the  treasurers  and  ag(*nts,  the 
early  directors’  records  make  no  mention  of  any  payment  to  the 
president.  In  the  late  nineteenth  century,  he  was  apparently  paid, 
but  even  then  he  received  only  a  nominal  .sum.^^ 

Vera  Shlakman,  Economic  History  of  a  Factory  Town;  a  Study  of  Chicopee, 
Massachusetts  {Smith  College  Studies  in  History,  XX,  Xorthampton,  Mass.,  193.')), 
pp.  126-129. 

Hamilton  Manufacturing  Company,  Ijctterbook  691,  p.  494.  The  I..«)well 
mills  reduced  the  hours  of  work  from  twelve  to  eleven  in  1853.  Hannah  .loseph.son. 
The  Golden  Threads  (Xew  York,  1949),  p.  285. 

William  R.  Bagnall,  “Samuel  Batchelder,”  lx)weU  Old  Residents’  Historical 
Association,  Contributions  (1884-1887),  Vol.  lii,  pp.  187-211. 

**  F.  E.  Stevens  to  the  author,  November,  1949.  Mr.  Stevens  was  a  former 
assistant  treasurer  of  the  Nashua  Manufacturing  Company.  Some  early  salaries 
for  the  treasurers  were  as  follows:  P.T.  Jackson  received  $3,000  from  the  Boston 
Manufacturing  Company  and  $10,000  from  the  l»cks  and  Canals  and  the  Merri¬ 
mack.  Kirk  Boott  got  $3,000  from  the  Locks  and  (’anals,  which  was  raisinl  to 
$4,000  in  1832.  J.  K.  Mills  drew  $4,2.50  from  the  Perkins  Mills  and  the  Dwight 
Manufacturing  Company  in  18,53  before  the  two  were  merged. 
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A  study  of  the  individual  men  who  became  presidents  of  textile 
companies  in  the  nineteenth  century  has  further  elucidated  the  char¬ 
acteristics  of  those  who  served  in  this  capacity.  For  the  purpose  of  this 
pajier,  only  thost‘  who  controlled  the  nortt'ern  New  England  mills  wen* 
canvassed.  This  was  the  famous  Boston  group  operating  the  Waltham 
system  of  manufacturing.  In  spite  of  the  reputation  of  these  business 
leaders  during  their  lifetime,  it  proved  difficult  to  obtain  information 
about  them.  So  obscure  were  .some,  apparently,  that  iastitutional 
histories  of  the  jx»riod  frequently  failed  to  give  their  names  when  dis- 
cus.sing  the  executive  personnel  of  the  early  textile  industry. Often 
histories  of  the  companies  themst‘lves  did  not  list  them.  Consequent¬ 
ly  the  starting  point  in  the  re.search  for  these  men  had  to  be  elsewhen*; 
that  is,  in  the  extant  records  of  the  companies.  Such  records  yielded  a 
complete  list  of  the  men  who  occupied  the  office  of  pre.sident  in  five* 
corporations  in  the  course  of  the  century.  The  companies  covere<l 
were  located  in  Waltham,  I.(Owell,  I.awrence,  Massachusetts;  in  Man¬ 
chester,  New  Hampshire;  and  in  Biddeford,  Maine.^*  A  man  who 
was  president  of  one  company  frequently  held  the  same  position  in 
other  corporations.  In  this  manner  20  other  establishments  were  in¬ 
cluded.  Incomplete  listing  of  presidents  in  three  other  textile  con¬ 
cerns  brought  the  total  number  studied  to  28  and  increased  the  geo¬ 
graphical  scope  of  the  study  to  include  Chicopee,  Holyoke,  Clinton, 
and  Southbridge,  Mas.sachusetts,  and  Somersworth  and  Nashua,  New 
Hampshire.2^  Accordingly,  66  names  were  secured. 

D[uanel  Hamilton  Hurd  (ed.),  Historyof  Essex  County,  Massachusetts  (2  vols.; 
Philadelphia,  1888),  passim;  Hurd,  History  of  Middlesex  County,  Massachusetts 
(3  vols.;  Philadelphia,  1890),  passim;  Samuel  A.  Drake,  History  of  Middlesex 
County,  Massachusetts  (Boston,  1880),  passim;  Professional  and  Industrial  History 
of  Suffolk  County,  Massachusetts  (Boston,  1894),  passim. 

**  The  companies  were  the  Boston  Manufacturing  Company,  Merrimack  Manu- 
facturinn  Company,  Pacific  Mills,  Amoskeag  Manufacturing  Company,  and 
Pepperell  Manufacturing  Company. 

The  companies  added  were:  in  Ma.s.sachu8etts,  the  Appleton  Company, 
Hamilton  Manufacturing  Company,  I^awrence  Manufacturing  Company,  Ma.ssa- 
chasetts  Cotton  Mills,  Tremont  and  Suffolk  Mills,  Boott  Manufacturing  Com¬ 
pany,  Atlantic  Mills,  Bay  State  Mills,  Everett  Mills,  Washington  Mills,  Cabot 
Manufacturing  Company,  Perkins  Mills,  Dwight  Manufacturing  Company,  Ly¬ 
man  Mills,  Hamilton  Woolen  Company,  Bigelow  Carpet  Company;  in  New 
Hampshire,  Langdon  Mills,  Manchester  Mills,  Stark  Mills,  Jackson  Company, 
Nashua  Manufacturing  Company,  Great  Falls  Manufacturing  Company;  in 
Maine,  Hill  Manufacturing  Company. 
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In  order  to  examine  any  changes  in  the  importance  of  the  office 
of  the  president  and  in  the  duties  performed  by  him,  the  66  men  were 
classified  according  to  the  date  at  which  they  accepted  their  first 
presidency.  The  dividing  line  was  set  at  the  year  1860.  By  that  time 
the  youth  and  experimental  stage  of  the  industry  had  pas.sed  and 
textile  manufacturing  had  arrived  at  maturity.  After  that  date,  men 
inve.sted  in  the  business  more  for  the  steady  income  that  th<*y  would 
get  from  it  than  for  speculative  purpo.ses.  Arranging  the  men  on  this 
basis  happened  to  make  the  two  groups  exactly  equal. 

In  general,  these  men  were  prominent  business  leaders  having  their 
offices  in  Boston  and  living  there  or  in  the  immediate  suburbs.  How 
completely  the  Boston  area  dominated  the  northern  branch  of  the 
New  England  textile  field  is  well  illustratetl  by  a  study  of  the  resi¬ 
dency  of  the  presidents.  The  majority  of  them  UvihI  in  this  locality. 
It  was  possible  to  obtain  this  information  on  32  of  the  pre.sidents  who 
attained  that  position  before  1860.  Of  these,  30,  or  94  p(*r  cent,  lived 
in  the  Boston  area.  Not  as  many  of  the  group  after  1860  were  suffi- 


**  Presidents  before  1860 


Nathan  Appleton 

Warren  Dutton 

John  A.  Lowell 

Samuel  Appleton 

Samuel  A.  Eliot 

George  W.  Lyman 

William  Appleton 

George  Gardner 

Thomas  Motley 

Erastus  Bigelow 

John  Gore 

Thomas  H.  Perkins 

Ezra  A.  Bourne 

Samuel  Hooper 

Ignatius  Sargent 

Edward  Brooks 

Samuel  Hubbard 

David  Sears 

Benjamin  F.  Butler 

Patrick  T.  Jackson 

William  Sturgis 

Samuel  Cabot 

Philemon  T.  Jackson 

Samuel  W.  Swett 

John  Clark 

Abbott  Lawrence 

Israel  Thorndike 

Oliver  Dean 

James  Lloyd 

Lyman  Tiffany 

John  J.  Dixn'ell 

Francis  C.  Ix)well 

Joseph  Tilden 

Presidents  after  1860 

Josiah  G.  Abbott 

T.  Jefferson  Coolidge 

Arthur  T.  Lyman 

William  Amory 

Charles  H.  Dalton 

William  P.  Mason,  Jr. 

Homer  Bartlett 

William  Dwight 

William  Mixter 

Samuel  Batchelder 

Joseph  S.  Fay 

J.  Howard  Nichols 

Seth  Bemis 

Richard  S.  Fay 

Lyman  Nichols 

John  A.  Blanchard 

George  P.  Gardner 

Thoma-s  Parsons 

Charles  P.  Bowditch 

Peter  T.  Homer 

William  Parsons 

Gardner  Brewer 

Hocum  Hosford 

Thomas  P.  Tenney 

Jonathan  Burnham 

Abbott  Ijawrence,  Jr. 

Samuel  R.  Payson 

Samuel  L.  Bush 

James  Longley 

Mason  A.  Tuft 

Daniel  Clark 

Augu-stus  Lowell 

Thomas  W’igglesworth,  Jr. 
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ciently  well-known  to  make  this  material  readily  available.  Of  a  total 
of  27,  from  Boston  or  its  environs,  came  2<-,  or  89  per  cent. 

One  of  the  most  striking  characteristics  of  the  presidents  during  tin* 
nineteenth  century  was  a  spectacular  shift  in  the  occupation  of  the 
men  chosen  for  the  position.  In  the  early  period,  those  s(‘lected  to  head 
the  embryonic  industry  were  predominantly  prominent  Boston 
merchants.  Although  some  had  married  into  wealthy  mercantik* 
families  or  were  h*aders  in  the  financial  world,  most  of  them  W(‘re 
larg(‘  imixirters  of  goods  from  the  Far  East  or  from  h]urop(*.  Only  a 
few  had  any  previous  connection  with  the  textile  industry.  This  pic¬ 
ture  was  reversed  after  1860.  Thos(‘  who  became  presidents  of  textik* 
companies  in  the  latter  half  of  the  century  were  mon*  likely  to  hav<' 
had  exix'rience  in  their  own  corporations.  Having  grown  up  in  the 
industry,  they  were  also  men  of  wealth  and  prestige.  Only  a  few  still 
came  from  the  mercantile  field. 

TABLE  1 

Major  Occupations  of  the  Textile  Presidents 

Occupation  Before  1860  After  1860 

Number  Per  Cent  Number  Per  Cent 

Prominent  Boston  Merchants  17  53  5  20 

Men  connected  with  the  Textile  Industry  7  22  16  64 

Professional  *  8  25  4  16 

Total  in  Sample  32  100  25  100 

*  In  this  category  were  included  the  lawyers,  doctors,  bankers,  politicians, 
actuaries,  and  archeologists  that  came  into  the  study. 

The  obvious  explanation  for  the  pieponderance  of  merchants  in  the 
office  of  president  in  the  period  before  1860  is  the  newness  of  tlu' 
industry.  There  were  few  men  exjx'rienced  in  manufacturing  on 
whom  to  draw.  Moreover,  these  men  were  entrepreneurs  having  risk 
capital  to  invest  and  they  chosi'  cotton  manufacturing  when  lucrativf' 
ndurns  from  importing  dropiX‘d  off  after  the  War  of  1812.  But  tin* 
attitude  of  the  early  promoters  toward  the  position  provides  another 
r(‘a.son.  They  thought  that  no  previous  training  in  textile  manufactur¬ 
ing  was  ne<‘d(>d  to  fill  adequately  the  jxisition  of  president.  Accordinc 
to  Harrison  Gray  Otis,  a  few  wwks’  acquaintance  with  the  company 
would  “cure”  any  previous  lack  of  knowledge.  To  Nathan  Appleton 
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he  wrote  that  the  only  qualifications  necessary  for  the  offic(‘  wc*re 
talent,  honor,  financial  independence,  and  industry.^* 

The  sample  tested  established  another  characteristic  of  th(‘se  i)resi- 
dcnts.  They  were  often  lai^e  investors  in  the  corjK)rations  which  they 
headed.  In  choosing  this  officer,  the  directors  would  .s('lect  a  promi¬ 
nent  stockholder  to  siTve,  for  as  stockholder  .such  a  man  would  Ik* 
materially  interested  in  the  progress  of  the  company  and  work  mon* 
a.ssiduously  for  its  advancement.  Personal  investm(*nt,  they  argiunl, 
fo.stered  financial  re.sponsibility. 

A  third  prerequisite  for  the  office  was  financial  str(‘ngth.  The  previ¬ 
ous  accumulation  of  capital  gave  the  men  two  attributes  that  the  early 
companies  desired.  The  textile  promoters  needed  the  resources  of 
men  having  great  wealth  in  order  to  launch  the  n(‘w  industry,  which 
until  1830  was  a  speculative  enterprise  and  in  which  only  tho.s<‘  with 
surplus  funds  ventured.  This  explains  why  one  finds  among  the  early 
presidents  many  merchants  who  continued  their  commercial  activities 
and  were  not  aggre.s.sively  promoting  manufacturing.  Out.standing 
representatives  of  this  group  were  Thomas  H.  Perkins  and  William 
Sturgis.  The  early  mills  needed,  also,  the  pr(‘stige  that  wealth  gave 
these  men  to  attract  others  with  smaller  capital  to  inve.st  in  the  new 
projects.  Thus,  wealth  of  the  early  pmsidents  gave  stability  to  the 
oq;anizations  that  they  sponsored. 

As  the  nineteenth  century  progres.sed,  the  general  characteristics 
of  the  presidents  underwent  certain  changes.  Some  of  these  wen; 
brought  about  in  1830  when  the  General  Court  of  Ma.s.sachusetts 
extended  limited  liability  to  manufacturing  corporatioas.-^®  In  addi¬ 
tion,  as  the  industry  matured  and  expanded,  men  with  experience  in 
manufacturing  could  be  found  more  frequently  to  fill  the  office.  Con¬ 
sequently,  new  motives  entered  to  direct  the  .selection  of  the  presi¬ 
dents.  Either  by  design  or  by  chance,  the  presidents  of  the  later  dec¬ 
ades  had  more  training  in  manufacturing.  Furthermore,  it  was  no 
longer  necessary  to  have  the  president’s  signature  before  a  company 
could  secure  a  loan.  Possibly  also  he  became  a  smaller  stockholder  in 
the  corporation  over  which  he  presided,  for  a  tn*nd  toward  a  greater 
number  of  small  stockholders  characterized  the  industry  as  it  matured. 

**  Harrison  Gray  Otis  to  Nathan  Appleton,  Oct.  14,  1829,  Nathan  .\ppleton 
Papers  in  the  Massachusetts  Historical  Society. 

Oscar  Handlin  and  Mary  FIuk  Handlin,  Commonu'ealth:  M assachusettn,  1774- 
1861  (New  York,  1947),  p.  161. 
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The  slight  decline  in  the  percentage  of  wealthy  presidents  in  the  post- 
1860  group  and  the  increase  of  those  who  actually  had  average  n*- 
sources  sugg(‘st  that  a  new  type  of  president  was  entering  the  busi¬ 
ness.  Still,  prominence  in  the  business  world  continued  to  be  a  major 
factor  in  his  appointment  and  the  financial  acumen  of  the  whole  group 
was  the  most  outstanding  feature  of  the  office  throughout  the  century. 

TABLE  II 

Wealth  of  the  Textile  Presidents* 

Estimated  Wealth  Before  1860  After  1860 


Number 

Per  Cent 

Number 

Per  Cent 

Over  $250,000 

18 

58 

13 

54 

$100,000— $249,000 

12 

39 

8 

33 

Total  Wealthy  Men 

30 

97 

21 

87 

Below  $60,000  (not  wealthy) 

1 

3 

3 

13 

Total  in  Sample 

31 

100 

24 

100 

•  These  .statistics  were  gathered  from  the  records  of  the  Probate  Courts  and 
from  A.  Forbes  and  J.  W.  Greene,  Rich  Men  in  Maseachuseits  (Boston,  1851  and 
1852  editions). 


The  source  of  the  wealth  of  these  men  indicates  another  develop¬ 
ment.  A  larger  number  of  the  later  presidents  had  both  inherited 
wealth  and  fortunes  of  their  own  making.  The  tendency,  indeed,  be¬ 
came  more  pronounced  as  the  century  progres.sed,  affording  a  con¬ 
trast  lietween  those  who  served  before  1860  and  those  w’ho  came  aftiT 
that  date,  the  earlier  men  havang  built  their  own  fortunes,  largely. 
Tables  I,  II,  and  III  on  occupation  and  wealth  of  the  presidents  bring 
out  one  other  significant  fact.  As  the  industry  aged,  several  officers 
obtained  their  fortunes  in  the  busine.ss.  By  1860  some  of  the  men  who 
became  presidents  of  textile  corporations  had  acquired  their  wealth  in 
the  industry  itself  and  had  ri.sen  to  head  their  companies. 

TABLE  III 

Source  or  the  Wealth  of  the  Textile  Presidents 


Origin  of  Fortune  Before  1860  After  1860 


Number 

Per  Cent 

Number  Per  Cent 

Inherited  Wealth 

12 

46 

15 

71 

Self-acquired  Wealth 

14 

54 

6 

29 

Total  in  Sample 

26 

100 

21 

100 

Bulletin  of  the  Business  Historical  Society 


133 


The  fact  that  the  industry  had  arrived  at  maturity  ami  stability  is 
indicated  by  the  age  at  which  the  men  accepted  their  first  presitlcncy. 
In  the  period  before  1860,  most  of  the  men  selected  were  in  tin*  middle 
span  of  life,  between  forty  and  fifty-five  years  of  age.  Those  who  had 
attained  this  position  at  an  earlier  age  did  so  because*  of  family  conm‘C- 
fions.  The  moat  noted  example  is  Francis  C.  Lowell,  se)n  of  the  found¬ 
er  of  the  Boston  Manufacturing  Company,  who  at  thirty-four  b(‘came 
pre.sident  of  the  Amoskeag  Manufacturing  Company  in  Manchest(*r, 
New  Hampshire.  In  contrast,  after  1860  the  majority  of  the  textile 
presidents  were  older  men;  in  fact,  the  increase  in  the  numlx*r  over 
sixty  years  of  age  is  an  outstanding  feature  of  the  later  perio<l.  Where¬ 
as  during  the  early  decades  only  seven  of  the  presidents  accepted  the 
post  after  reaching  three  score  years,  there  were  thirteen  who  did  .so 
in  the  last  decades  of  the  nineteenth  century. 


TABLE  IV 

Age  at  Which  Men  Took  Their  First  Pre.sidenct 


Age  of  President 

Before  1860 

After  1860 

Number 

Per  Cent 

Number 

Per  Cent 

Below  40 

1 

3 

4 

14 

Between  40  and  55 

21 

68 

11 

38 

Over  55 

9 

29 

14 

48 

Total  in  Sample 

31 

100 

29 

100 

Although  no  test  was  made  of  the  activity  of  these  men  while  in 
office,  the  increasing  age  at  which  they  undertook  the  task  would 
indicate  a  decrease  in  the  amount  of  resjxmsibility  assumed.  The 
entrepreneur  with  venture  capital  was  no  longer  needed  after  the 
industry  Iiad  matured  and  such  a  man  went  elsewhere  with  his  funds. 
By  and  large,  as  the  century  progressed,  more  men  were  likely  to  retire 
from  the  treasurership  into  the  presidency  than  to  assume  its  duties 
when  still  active  in  the  bu.siness  world. 

This  study,  then,  shows  that  while  there  is  no  one  tyix*  who  l)ecame 
president  in  the  nineteenth  century,  there  are  common  characteristics 
that  are  repeated  frequently.  Yet,  to  get  a  picture  of  the  m(*n  occupy¬ 
ing  this  position,  one  must  divide  the  century  into  two  parts,  for  lioth 
lK*riods  have  distinctive  features.  The  president  of  the  (*arly  years  was 
likely  to  be  a  wealthy  Boston  merchant  w  ho  had  invested  his  surjilus 
capital  in  textile  manufacturing.  Hi*  was  an  entrepr(*neur  who  ven¬ 
tured  into  new  projects,  taking  the  risks  of  larg(*-scale  los.s(‘s  but  usual- 


134  Bulletin  of  the  Business  Historical  Society 

ly  reaping  generous  profits.  This  president  often  accepted  the  po.sitioii 
while  still  active  in  other  lines  of  business. 

The  president  of  the  later  decades  was  a  rather  different  man.  While 
still  a  wealthy  Bo.ston  resident,  in  most  cases  he  had  inherited  his 
fortune  and  ri.siMi  to  his  office  from  within  the  industry  itself.  More- 
ov(*r,  he  frequimtly  had  retired  from  active  business  when  he  took  the 
office.  This  second-generation  president  was  le.ss  an  entrepreneur  and 
generally,  as  pre.sident,  made  a  less  important  contribution  to  the 
enterprise.  With  the  maturing  of  the  industry,  fewer  basiness  leaders 
b(‘came  textile  presidents. 

Little  has  bei'ii  said  or  implied  as  to  why  prominent  men  accepted 
a  job  which  brought  small  or  even  no  financial  reward  and  yet  which 
gave  them  added  responsibility.  There  were  .several  considerations 
that  might  have  induced  them  to  take  the  po.sition  of  textile  presi¬ 
dent.  In  the  first  place,  this  office  gave  them  the  opportunity  to 
suix'rvist*  personally  a  speculative  venture  in  which  they  were  ma¬ 
terially  interested.  This  was  a  powerful  motive  in  the  early  days  wlu'ii 
Nathan  Appleton  served  as  pre.sident  of  seven  textile  companies.  .In 
addition,  the  offer  of  a  presidency  was  a  recognition  of  financial  suc¬ 
cess  and  social  prestige.  Men  apparently  felt  that  it  was  an  honor  to 
Ix'  elected.  Finally,  as  the  century  closed,  the  work  involved  became 
less  demanding.  Election  to  the  pre.sidency  came  to  be  looked  upon  as 
recognition  of  services  rendered  to  a  company,  with  duties  .similar  to 
tho.se  of  a  chairman  of  a  Ixiard  of  directors  today. 

Yet,  the  president  played  an  integral  part  in  the  organizat  on  of  tlu' 
textile  cor|K)rations.  Although  he  never  held  the  active  reins  of  tlic 
business  at  any  time,  the  amount  of  responsibility  he  assumed  was  in 
direct  proportion  to  his  interests  and  abilities.  Albeit  he  was  a  figure¬ 
head  in  some  ca.ses,  often  he  was  a  consultant,  advising  on  the  general 
manag(‘ment  of  the  mills.  At  all  times,  his  name  .stood  for  financial 
stability  of  the  concern  that  he  headed. 

Frances  W.  Gregory 
Westhampton  College, 
University  of  Richmond 


FINANCING  THE  WELLAND  CANAL: 
AN  EPISODE  IN  THE  HISTORY  OF 
THE  ST.  LAWRENCE  WATERWAY 


Many  American  iiistorians  have  stre.ss<‘d  the  completion  of  the 
Erie  Canal  in  1825  as  a  turning  iwint  in  the  expansion  of  commerce 
across  the  Appalachian  barrier  from  the  seaports  of  the  Atlantic  coast. 
IjCss  attention  has  been  paid  to  the  Erie’s  comjx'titors,  j)erhaps  Ix*- 
cause  they  were  uniformly  less  successful  than  their  prototyix*.  Y(*t 
they  have  a  certain  interest.  In  this  article  we  shall  Ix'  (h'aling  with 
only  one  of  these  comjx^ting  projects — the  Welland  Canal  in  Upp<T 
Canada,  the  by-pass  for  Niagara — and  with  only  one  asix'ct,  namely 
the  financial.  Nevertheless,  we  shall  ix'rhaps  hx*  abh*  to  draw  some 
general  conclu.sions  as  to  the  rea.sons  why  the  Erie  Canal  succ(*ed(*d 
so  brilliantly,  while  other  projects,  at  least  in  a  relative  s<*ns<‘,  failinl.^ 


I 

The  Welland  Canal  Company  was  chartered  by  the  legislature  of 
Upper  Canada  in  1824,  the  year  before  the  f]rie  Canal  reached  Buf¬ 
falo.  Its  promoter  was  a  young  businessman  named  William  Hamil¬ 
ton  Merritt,  owner  of  a  store  and  flour  mill  imth(‘  village  of  St.  Cathar¬ 
ines  in  the  Niagara  district.  Merritt  was  not  a  rich  man  and  in  the 
beginning  his  |X)litical  influence  was  negligible.  As  early  as  1818  he 
had  drawn  up  and  presented  to  the  legi.slature  a  ptdition  praying  f»)r  a 
government  survey  of  pos-sible  canal  routes  across  the  Niagara  ixuiin- 
sula  between  Lakes  F]rie  and  Ontario,  the  implicit  a.ssumption  lx‘ing 
that,  if  the  project  was  found  practicable,  it  would  lx*  undertaken 


*  Information  on  the  Welland  Canal  Company  has  been  obtained  principally 
from  the  Jmrnals  of  the  I'pper  Canada  leRislature,  and  from  the  Merritt  Papers 
in  the  Public  .\rchives  of  Canada  and  the  Archives  of  the  Province  of  Ontario. 
The  following  have  also  proved  useful:  J.  P.  Merritt,  Biography  of  the  Hon.  William 
Hamilton  Merritt,  .M.  P.  (St.  Catharines,  1875),  and  J.  L.  McDougull,  “The  Wel¬ 
land  Canal  to  1841“  (M.  A.  thesis,  University  of  Toronto,  1923).  Readers  who  wish 
a  fuller  presentation  are  referred  to  the  author’s  “W.  H.  Merritt  and  the  Welland 
Canal  Company  (Ph.  D.  thesis.  Harvard  University,  1951). 
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under  government  auspices.  An  appropriation  for  this  purpose  wa^ 
approved  by  the  legislature,  but  not  until  1823  were  the  surveys 
actually  completed. 

The  rea.son  for  this  delay  was  that  a  political  crisis  in  Ijower  Canada 
had  block(‘d  the  pa.s.sage  of  the  u.sual  bill  for  the  appointment  of  com- 
mi.ssioners  to  negotiate  with  Upix^r  Canada  over  the  division  of  the 
customs  revenues.2  For  the  next  two  years  Upjier  Canada  was  de- 
priviK;!  of  its  principal  source  of  government  riwenue,  and  all  legisla¬ 
tive  activity  for  the  improvement  of  internal  navigation  came  to  a 
standstill.  It  is  difficult  to  exaggerate  the  importance  of  this  delay. 
By  the  time  the  surveys  for  which  Merritt  had  petitioned  were  carrunl 
out,  the  Erie  Canal  was  nearing  completion.  The  Canadian  provinces 
had  lost  the  initiative,  and  the  St.  Ijawrence-Great  I^akes  route,  that 
.so-call(‘d  “natural  highw'ay”  to  the  interior,  had  received  a  blow  from 
which  it  was  never  to  recover. 

The  route  recommended  by  the  government  .surveyors  did  not  suit 
Merritt  at  all.  What  he  wanted  was  a  canal  which  would  pa.ss  through 
his  pro{H‘rty  in  St.  Catharines.  Merritt  therefore  .set  in  motion,  a 
vigorous  local  agitation,  d(‘signed  to  induce  the  legislature  to  set  aside* 
the  official  route  and  .sanction  the  chartering  of  a  private  coriioration 
which  would  choose  its  own  route  and,  presumably,  bear  the  expeui.se 
and  risk  ikself.  Highly  optimistic  co.st  estimates  were  provided,  and 
by  June,  1823,  Merritt  felt  sufficiently  confident  of  success  to  intro¬ 
duce  the  project  formally  to  the  Lieutenant  Go\T*rnor.  The  proposal 
at  this  time  was  for  a  canal  of  the  same  dimensions  as  the  Erie — that 
is,  a  barge  canal — and  a  route  which  would  lead  the  cutting  through 
Merritt’s  projx'rty  was  expre.s.sly  stipulated. 

In  spite  of  strong  local  opjwsition  from  the  merchants  and  proiK*rty- 
owners  of  Niagara,  who  had  no  de.sire  to  lose  their  profitable  |)ortage 
and  transshipment  biusiness,  a  bill  chartering  the  Welland  Canal  Com¬ 
pany  was  pa.s.sed  by  the  legislature  and  approved  by  the  Lieut<‘nant 
Governor  in  January,  1824.  Reflecting  the  low  eost  estimates  and  the 
mwlest  scale  of  the  proposed  cutting,  the  authorized  capital  was  set 
at  £40,000  currency  ($160,000),  divided  into  3,200  shares  of  £12.  10.  0 

*  Goods  imported  via  the  St.  Lawrence  and  destined  for  consumption  in  Upp<*r 
Canada  normally  paid  cu.stoma  duties  at  Montreal  or  (Quebec  in  I.«wer  Canada, 
rather  than  at  the  inter-provincial  boundary.  The  proportions  in  which  these 
customs  revenues  were  to  be  divided  between  the  provinces  was  a  constant  bone 
of  contention  in  this  period. 
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($50)  each.®  The  charter  also  stipulated  that  the  company  was  to  lie 
managed  by  a  lx)ard  of  five  directors,  each  of  whom  had  to  lx*  a 
resident  of  the  province. 

We  may  pause  at  this  point  to  inquire  how  it  was  that  the  l(*gisla- 
ture  was  so  easily  induced  to  charter  a  private  coriioration  to  con¬ 
struct  the  canal,  when  up  to  this  jxiint  it  had  Insm  a.ssumed  almost 
without  question  that  the  canal  was  to  be  a  governnuait  work.  The 
answer  seems  to  lie  in  the  belief  that  construction  under  private  aus¬ 
pices  would  relieve  the  public  purse  of  a  |K)s.sibly  serious  burden. 
Revenue  from  customs  duties  did  not  leave  much  to  spare*  for  jiublic 
works,  and  Upper  Canada  had  not  yet  entereKl  tlu*  lAindon  capital 
market.  It  was  not  contemplated  at  this  time  that  the  Wedland  Canal 
Company  would  either  need  or  rece'ive  exte‘nsive  financial  as.sistance 
from  the  provincial  government.^ 

On  31  January  1824  a  meeting  was  held  at  Niagara  to  organize  the 
company.  A  pro\'isional  board  of  managers  was  formed,  and  Merritt 
was  appoint(>d  agent,  his  first  task  Ix'ing  to  obtain  .subscriptions  for 
stock  in  Upjier  and  Ixiwer  Canada.  This  was  to  occupy  him  for  the 
next  four  months.  There  was,  of  courst*,  no  organizisl  capital  market 
of  any  kind  in  the  Canadian  province's  at  this  time.  To  place  his  stock 
Merritt  relied  on  pc'rsonal  appeals  to  prominent  merchants  and  offi¬ 
cials,  supplemented  in  Montreal  and  Quebec  by  public  meetings.  His 
success  was  not  great.  Several  of  the  better-known  e'xport-imixirt 
firms  in  Montreal — Horatio  Gates  &  Co.,  Forsyth,  Richardson  &  Co., 
Maitland,  Gordon  &  Co.,  Hart,  Logan  &  Co.,  and  a  few  others — sub¬ 
scribed  for  .small  amounts,  but  the  total  was  disap{M>inting.  As  Mer¬ 
ritt  reported  to  his  wife,  “everybody  wishes  the  undertaking  well,  but 
when  it  comes  to  the  needful  they  k(*ep  their  hands  from  pajx'r.”  The 
mercantile  community  of  Ixiwer  Canada  showinl  little  confidence  in 
the  feasibility  of  the  canal  project,  and  less  in  the  abilities  of  those 
who  were  to  manage  it. 

A  total  of  483  shares  were  sold  in  St.  Catharines,  York  [Toronto], 
Niagara,  and  other  places  in  Upper  Canada,  making  £6,037.  10.  0. 
The  171  shari's  sold  at  Niagara  were  practically,  if  not  formally,  con- 


®  By  the  conventional  excliange  rates  of  the  time,  1  pound  Canada  currency 
equalled  16  shillings  sterling  or  4  American  dollars. 

*  For  a  fuller  discussion,  see  the  author’s  “The  Family  Compact  and  the  Wel¬ 
land  Canal,”  Canadian  Jonmal  of  Economics  and  Political  Science,  vol.  18,  No.  I 
(Feb.,  1952). 
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ditiunal  upon  the  adoption  of  that  town  as  the  Lake  Ontario  terminus, 
a  proposal  which  Merritt  was  determined  to  defeat.  Subscriptions  in 
Lower  Canada  brought  the  total  to  £12,500.  The  whole  amount  of 
capital  raised  in  the  Canadian  pronnces  amounted  therefore  to  less 
than  one  third  of  the  capital  stock.® 

Cl(*arly  other  sources  of  capital  would  have  to  be  tapjx^d.  Two 
IK)s.sibilities  presented  themst*lves:  the  provincial  government  and 
private  investors  in  the  United  States.®  In  March,  1824,  Merritt  had 
proposed  that  the  provincial  government  should  purchase  stock, 
pointing  out  that  “Government  taking  shares  would  induce  many  to 
do  so  that  are  now  backward,”  but  nothing  had  come  of  the  sugges¬ 
tion.^  The  completion  of  more  reliable  surv  eys  ojx'ned  up  a  new  possi¬ 
bility:  land  grants.  One  branch  of  the  canal  was  to  pa.ss  through  a 
very  extensive  swamp,  which  it  would  be  possible  and  perhaps  neces¬ 
sary  for  the  company  to  drain.  Accordingly  early  in  August  a  p'*titioti 
was  presented  to  the  Lieutenant  Governor  in  which  the  directors 
stated  that  th(‘y  had  found  the  greatest  difficulty  in  getting  the  re¬ 
mainder  of  the  stock  subscrilied  “from  the  supiiosed  magnitude  of  tlu* 
undertaking  and  the  extreme  scarcity  of  money.”  They  therefore 
prayed  that  they  should  be  granted  all  the  waste  lands  in  the  town¬ 
ship  of  Wainfleet  (that  is,  the  marsh  section)  “or  any  other  your 
Excellency  may  plea.se  to  recommend.”* 

Petitions  to  the  Lieutenant  Governor  were  slow  in  bearing  fruit, 
particularly  when  as  in  this  ca.se  they  had  to  be  referred  to  London 
for  approval.  More  immediately  helpful  would  Ix'  American  capital. 
On  6  Septeml)er  1824,  therefore,  the  Ixiard  instructed  Merritt  to  pro- 
c(H‘d  to  New  York  and  Albany  and  attempt  to  .sell  stock  there. 

So  far  as  the  present  writer  has  b<‘en  able  to  di.scover,  the  Welland 
Canal  Company  was  the  first  Canadian  corporation  to  mak<*  a  sy.s- 
tematic  attempt  to  place  its  stock  with  private  inv'estors  in  the  United 

•  For  share.s  sold  in  I'pper  Canada,  see  the  original  subscription  li.st  in  Public 
Archives  of  Canada  (P.  A.  C.),  Merritt  Papers,  vol.  28;  for  shares  sold  in  Lower 
Canada,  see  P.  A.  C.,  Series  Q,  336-2,  president  and  directors  of  Welland  Canal 
Company  to  Lieutenant  Governor  Maitland,  8  Aug.  1824. 

*  The  possibility  of  selling  stock  in  England  was  not  considered  at  this  time,  the 
rea.son  probably  being  that  a  mission  to  England  would  have  entailed  a  delay  of 
about  six  months  before  funds  were  available. 

^  P.  A.  C.,  Upper  Canada  Sundries,  Merritt  to  Hillier,  16  Mar.  1824. 

"  P.  A.  C.,  Series  Q,  336-2,  president  and  directors  to  Maitland,  8  Aug.  1824. 
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States.  The  incident  is,  therefore,  of  some  interest.  Ther<>  were,  of 
course,  certain  features  in  the  project  likely  to  make  an  immediate 
appeal  to  American  investors,  particularly  in  New  York  state.  A 
canal  cut  across  the  Niagara  penin.sula  would  open  up  the  jwssibility 
of  direct  shipments  between  jx)rts  on  Lake  Ontario  and  ix)rts  on  I^ike 
Erie.  If  this  was  important  for  Montreal,  it  was  no  l(‘ss  so  for  New 
York  and  Albany,  particularly  as  a  side  cutting  from  Syracuse  on  the 
Erie  Canal  to  Oswego  on  Lake  Ontario  was  already  planned  and  would 
shortly  be  completed.  The  completion  of  this  Oswego  Canal,  together 
with  the  Welland,  would  open  up  an  alternative  route  from  the  Hud¬ 
son  River  to  the  west — and  one  which  promi.sed  to  l)e  much  cheaper 
and  faster  than  the  Erie.  Schooners  on  the  I.akes  could  make  lx*tter 
time  and  carry  larger  cargoes  than  barges  on  the  Erie.  A  cargo  load(‘d 
on  a  lake  vessel  at,  .say,  Cleveland,  would  reach  Syracuse  con.sider- 
ably  earlier  by  way  of  Lake  Erie,  the  Welland,  I.ake  Ontario,  and  the 
Oswego  than  it  would  via  Buffalo  and  the  long  western  s(*ction  of  the 
Erie. 

But  the  man  who  took  Merritt  under  his  wing  in  Albany  had  a 
much  more  specific  object  in  mind.  John  Barents*'  Yates  was  one 
the  senior  partners  in  the  lottery  firm  of  Yates  &  McIntyre,  which  at 
this  time  was  conducting  the  Union  College  lotteries  in  New  York  and 
the  Union  Canal  lotteries  in  Pennsylvania.®  Yates  had  friends  in 
Canada,  he  had  served  on  the  Niagara  frontier  in  the  War  of  1812, 
and  he  owned  extensive  property  in  the  vnllage  of  Chittenango,  near 
the  proposed  junction  of  the  Oswego  and  E^rie  canals;  there  were, 
therefore,  good  reasons  why  he  should  take  more  than  a  pa.s.sing  in¬ 
terest  in  Merritt’s  project.  But  more  than  this  was  involved.  The 
financial  arrangements  characteristic  of  the  lottery  business  wen*  such 
that  lottery  managers  not  infrequently  found  them.selves  with  sub¬ 
stantial  sums  of  money  lying  idle  on  their  hands.  Rc'ceipts  from  the 
sale  of  tickets  were  paid  in  regularly,  while  disbursements  for  prizt'S 
and  contractual  payments  to  beneficiaries  fell  due  only  at  certain 
intervals.  The  possibility  therefore  arose  of  putting  these  temporary 
balances  to  profitable  use.  This  is  why  we  find  lottery  firms,  partic¬ 
ularly  in  the  period  after  1820,  branching  out  into  loan  contracting 


•  The  operations  of  this  firm  are  more  fully  discussed  in  an  article  by  the  present 
author  entitled  “Yates  and  McIntyre:  Lottery  Managers”  which  will  be 
published  shortly  in  the  Journal  of  Economic  History. 
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and  stock  speculation ;  and  this  is  one  of  the  reasons  why  Yates  decided 
to  back  the  Welland  Canal  project.'® 

In  view  of  the  important  role  which  Yates  was  later  to  play  in  the 
finances  of  the  company,  it  may  be  well  to  jioint  out  here  that  a  lottery 
bu.siness  was  a  mo.st  unsuitable  basis  for  ventures  into  the  field  of  loan 
contracting.  True,  there  were  idle  balances  to  be  used;  but  the.s(‘ 
balances  were  es.sentially  temporary  and  short-lived.  They  W'ould 
have  served  admirably  for  use  in  a  call-loan  market,  had  one  existed, 
but  they  could  not  with  safety  be  used  to  finance  fixed  investment. 
This  meant  that  if  the  loan  could  be  handled  as  a  “quick  in-quick  out” 
tran.saction  trouble  might  Ix'  avoided;  but  if  there  was  delay  in  di.s- 
posing  of  the  loan  to  final  investors  the  consequences  were  likely  to  lx* 
serious.  Add  to  this  the  fact  that  the  market  for  lottery  tickets  was 
in  this  period  steadily  declining,  and  it  will  be  obvious  that,  on  a 
correct  view  of  the  situation,  Yates  \!vould  have  been  well  advised  to 
steer  clear  of  any  investment  which  threatened  to  freeze  his  resources. 

Yates  took  no  such  view  of  the  matter.  Purcha.ses  of  Welland  Canal 
stock  would,  he  believed,  not  only  prove  a  profitable  investment  in  the 
long  run,  but  also  appreciate  in  capital  value  in  the  immediate  futun*, 
so  that  the  stock  could  be  sold  off  gradually  at  a  premium  to  final 
investors.  Accordingly  he  took  the  lead  in  forming  a  “list”  of  sub¬ 
scribers  (eight  in  all)  who  between  them  undertook  to  purchase  most 
of  the  shares  which  Merritt  had  to  di.spose  of,  Yates  him.self  purchas¬ 
ing  the  largest  .single  amount,  some  six  hundred  shares.  In  addition, 
Merritt  entered  into  an  arrangement  with  Alfred  Hovey,  of  the  firm  of 
Hovey  &  Ward,  canal  contractors  of  Montezuma,  New  York,  by 
which  the  latter  Ix'came  a  stockholder  to  the  extent  of  two  hundred 
shares.  Hovey  &  W  ard  were  later  employed  on  the  canal,  and  it  is 
probable  that  this  “purcha.s(>”  of  stock  was  actually  a  kind  of  retainer. 

It  is  certain  that  without  this  influx  of  capital  from  the  United 
States  the  Welland  Canal  Company  would  soon  have  gone  out  of 
exi.stence.  The  <*agerness  with  which  these  New  York  investors  siMzed 
upon  the  project  contrasts  sharply  with  the  hesitancy  of  the  Montreal 
merchants.  In  part  at  least  this  contra.st  in  attitudes  is  to  be  explained 

Compare  the  history  of  tlie  Allen  firm  as  reported  in  Henrietta  lArson,  “S.  A 
M.  Allen — liottery.  Exchange,  and  Stock  Brokerage,”  Journal  of  Economic  ami 
Business  History,  vol.  iii  (1931),  pp.  424-445,  and  the  excellent  discussion  of  the 
development  of  investment  banking  in  Fritz  Redlich,  The  Molding  of  American 
Banking:  Men  and  Ideas,  Part  II  (New  York,  1951),  pp.  304-396. 
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by  the  success  of  the  F>ie  which,  thouf^h  not  yet  complot(*(l,  had  en¬ 
gendered  in  the  businessmen  of  New  York  and  Albany  a  fiH'ling  of 
confidence  in  the  ability  of  canal  projects  to  pay  their  way  and  yield 
a  profit.  Compared  to  the  Erie,  tlu*  Welland  proji'ct  must  have  stHMiied 
a  work  of  relatively  small  size  and  little  risk.  It  was  to  be  only  tw(*nty- 
eight  miles  in  length,  in  contr^ist  to  the  h>ie’s  three  hundrt'd  and  sixty, 
and  no  unusual  engin(*ering  difficulties  were  anticipated.  The  fact 
that  it  was  to  be  undertaken  by  a  private  corporation,  and  not  by  a 
legislative  body,  must  hav(‘  made  it  .seem  an  unusually  attractive 
proposition  for  the  speculative  investor.  The  Montrealers,  in  con¬ 
trast,  could  look  back  on  a  st‘ries  of  unfortunate  exix'riments  in  water¬ 
way  improvement,  each  of  which  had  proved  abortive.  The  major 
work  then  in  contemplation — the  Rideau  Canal  lx*tween  l.ake  On¬ 
tario  and  the  Ottawa — was  to  be  undertaken  by  the  British  govern¬ 
ment,  not  by  private  enterpri.s{*.  Personalities  also  were  probably 
important.  Merritt  was  in  bad  oilor  with  the  Montrealers  Ix'cause  of 
a  recent  narrow  ('scape  from  bankruptcy  as  a  storekf'eper  and  the 
rather  questionable  metlxxls  he  had  u.s('d  to  extricate  him.self  from  his 
difficulties.**  Yatt's,  on  the  other  hand,  who  took  the  h'ad  in  the  New 
York  negotiations,  was  a  well-known  and  respc'cted  figim*. 

We  must  note,  however,  a  cnicial  element  in  the  .situation  of  the 
New  York  group  which,  though  it  was  ignored  or  glos-sixi  over  at  the 
time,  was  later  to  prove  important :  nami'ly,  that  none  of  the  American 
investors  was  eligible  for  election  to  the  board  of  directors.  The  orig¬ 
inal  charter  of  1824  restricted  membership  of  the  Imard  to  residents 
of  Up{x>r  Canada.  Furtlx'r,  although  the  New  York  stockholders 
retained  the  right  to  vote  for  directors,  an  amendment  to  the  charter 
which  was  pas.sed  in  1825  rendert'd  ev(*n  this  right  pur(*ly  formal  and 
ineffective.  This  amendment  restrict(‘d  memlx'rship  of  the  Ixiird  to 
individuals  who  were  both  residents  of  Upp('r  Canada  and  owners  of 
at  lea.st  tw'enty  shares.  Now  there  w(‘re  only  eight  individuals  who 
met  both  these  qualifications,  while  there  were  .sev'en  plac(*s  to  Ix'  fill(*d 
on  the  board.  Clearly  the.s(*  provisions  of  the  charter  considerably 
r(*duc('d  the  control  which  the  N(‘W  York  group  could  exercise  over 
tlu'ir  invT'stment.  Whether  Yat(>s  and  his  friends  knew  that  tin*  char¬ 
ter  contained  th(*s(*  provisions  is  uncertain;  there  is  no  n'cord  of  any 
l)rotest  in  this  conn(*ction  until  s<*veral  years  lat(‘r. 

"  See  the  author’s  “A  New  Way  to  Pay  Old  Debts,”  in  William  Miller  (<*(l.). 
Men  in  Business  (CambrirlKe.  1952). 
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B<‘raus(>  of  those;  rather  unusual  clauses  in  the  charter,  the  influence 
of  the  New  York  group  had  to  be  exerted,  as  it  were,  from  outside  tlie 
company,  rather  than  through  representation  on  the  board.  This 
influence  was  not  long  in  making  itself  felt.  Shortly  after  Merritt 
returned  to  UpiK*r  Canada,  the  then  president  of  the  company,  Thom¬ 
as  Keefer,  received  a  letter  from  the  New  York  stockholders  which 
impr(‘s.sed  on  him  in  the  strongest  terms  the  necessity  for  obtaining 
an  amended  charter  and  enlarging  the  capital  stock.  The  principal 
f(‘ature  of  their  argument  was  the  desirability  of  making  the  canal 
large  enough  to  accommodate  schooners:,  and  not  merely  barges.  This 
point  was  undoubtedly  sound ;  it  was  es.sential  that  \'es.sels  of  the  tyjx* 
then  navigating  the  I^kes  should  be  able  to  pass  through  the  canal. 
Two  transshipments,  one  at  each  end,  would  have  ruined  any  com- 
p(‘titive  adv^antage  the  Welland  posse.ssed.  This  meant  that  the  canal 
would  have  to  beatleast  7J4f<‘f‘tdeepand52J/^feet  wide.  It  apiiears, 
however,  that  th(‘  difficulties  which  this  enlargement  would  entail. 
lx)th  in  respt'ct  of  capital  cost  and  in  respect  of  water  supply  and  the 
construction  of  locks,  were  by  no  means  fully  appreciated  at  the  tinu*. 

Early  in  1825,  therefore,  application  was  made  to  the  legislature  for 
a  new  charter,  and  in  April  the  necessary  Act  was  passed.  This  Act 
fixed  the  numlier  of  directors  at  .seven,  and  laid  down  the  restriction.s 
on  eligibility  which  we  have  discussed  above.  The  capital  stock  was 
increased  to  £200,000.  No  financial  aid  accompanied  tiie  new  charter, 
although  in  February  the  As.sembly  had  passed  a  resolution  approving 
a  loan  to  the  company  of  £25,000.  Hopes  for  obtaining  a  loan  of  the 
.same  amount  from  Ixjwer  Canada  were  dashed  when  the  legislaturi'  of 
that  province  disfsolved .  Ix'fore  the  company’s  petition  could  be 
pre.sented. 

In  the  short  run,  this  new  charter  meant  a  decreasi'  rather  than  an 
increa.se  in  the  company’s  re.sources.  The  Act  provided  that  persons 
who  had  .suKscribed  under  the  old  charter  could  now  withdraw  and 
that  their  .subscriptions  should  be  refunded  if  they  so  desired.  Fifty- 
four  persons,  most  of  them  residents  of  Niagara,  representing  a  total 
of  213  shares,  took  advantage  of  this  clau.se. 

II 

No  attempt  had  yet  Ix'en  made  to  sell  stock  in  England.  Under  the 


**  J.  P.  Merritt,  op.  cit.,  p.  74. 
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old  charter,  about  one  half  the  shares  (£20,000)  had  Ikh*!!  subscribed 
in  New  York  state;  of  the  remainder,  about  £6,000  had  Ixvn  sub¬ 
scribed  in  Montreal  and  Quebec  and  another  £6,000  in  Upp(‘r  Canada. 
Had  the  company  been  left  to  its  own  devices,  it  is  probable  that  most 
if  not  all  of  the  additional  shares  authorized  under  the  new  charter 
would  have  been  placed  in  New  York.  This,  however,  the  company 
was  not  permitted  to  do.  The  executive  government  of  the  pro\ince, 
highly  sensitive  to  the  real  or  fancied  dangers  of  American  inva.sion, 
regarded  with  something  short  of  (‘quanimity  the  prosjiect  of  alien 
control  over  what  seemed  likely  to  become  a  Wtal  Canadian  waterway. 
Pressure  was  therefore  brought  to  Ix'ar  on  tin*  company  to  limit  the 
sale  of  its  shares  in  the  United  States.*^  Partly  becau.se  of  the  pre¬ 
ponderance  of  American  capital,  the  company’s  petition  for  a  land 
grant  was  refused.  At  a  Ixiard  meeting  in  April,  1825,  therefore,  it  was 
decided  that  one  half  the  company’s  shares  (8,000)  was  to  be  reserved 
for  sale  in  England;  of  the  remainder,  4,000  were  to  lx*  .sold  in  the 
Canadas  and  4,000  in  New  York.^^  This  decision,  according  to  the 
Annual  Report  for  1825,  was  taken  “to  preserve  the  management  of 
the  Company  under  British  influence.” 

To  dispose  of  the  £100,000  of  stock  reserved  for  England  the  lx)ard 
relied  upon  the  good  offices  of  the  Canada  Company,  a  lanil  settle¬ 
ment  company  with  headquarters  in  Ixmdon,  one  of  whose*  Commis¬ 
sioners,  Simon  McGillivray,  had  been  appointed  to  the  board  of  the 
Canal  Company  by  the  legislature.  McGillivray ’s  plan  was  to  put  the 
directors  in  touch  with  “certain  intellig(‘nt  and  leading  individuals 
in  the  city  of  Ixindon  who,  if  they  could  be  induced  once  to  embark  in 
this  project,  would  at  once  ensure  its  success,  and  from  the  mere  cir¬ 
cumstance  of  their  names  being  engaged  in  it,  would  at  once  fill  your 
subscription  and  bring  your  stock  to  a  premium. This  plan,  similar 
in  outline  to  the  tactics  followed  in  New  York  and  Albany,  would 
probably  have  been  succe.ssful,  had  it  been  adhered  to.  Unfortunately, 
McGillivray  himself  was  unable  to  go  to  Ixindon;  in  his  stead  the  di¬ 
rectors  sent  Henry  John  Boulton,  solicitor  g(*neral  of  the  provinc<*  and 
a  member  of  the  board.  Boulton  proved  incomiK*t(‘nt  and  irres|)on- 

Cf.  P.  A.  C.,  Series  Q,  336-2,  Maitland  to  Bathurst,  8  Nov.  1824. 

**  Assembly  Journals,  1825-26,  appendix,  report  of  select  committee  on  Wel¬ 
land  Canal  petition,  evidence  of  J.  H.  Dunn. 

**  Assembly  Journals,  1836-37,  third  report  of  select  committee  on  Welland 
Canal,  evidence  of  W.  H.  Merritt  (letter  from  McGillivray  to  Dunn  and  .\ilan). 
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sible.  He  departed  without  waiting  for  plans  or  estimates  or  even  a 
proper  power  of  attorney.  Once  in  England  he  made  no  immediate* 
effort  to  get  in  touch  with  the  Canada  Company,  but  confined  his 
energies  to  jx^ddling  shares  to  friends  and  acquaintances.  Before  the 
directors  could  bring  him  to  heel  the  Ijondon  stock  market  collapsed 
in  D<*ct‘mlK'r.  A  few  shares  had  lxH*n  sold  before  the  bubble  burst,  but 
even  on  thesi*  it  was  next  to  imiKis.sible  to  get  the  subscriptions  paid  in. 
The  opportunity  had  in  fact  been  lost.  It  was  nev(‘r  to  return  in  quite* 
.so  favorable  a  gui.se. 

In  the  meantime,  during  May  and  June,  John  H.  Dunn,  pr(*.sident 
of  the  company  and  receiver  general  of  Upper  Canada,  visited  New 
York  and  Albany  and  there  succeeded  in  selling,  not  only  the  quota  of 
stock  res(*rved  for  that  market,  but  also  £25,000  out  of  the  Canadian 
quota.  He  later  reported  that  he  could  have  got  the  whole  issue  of 
£200,000  subscribed  in  New  York  at  this  time  had  he  been  free  to 
do  so.*®  As  liefore,  the  subscription  list  was  not  opened  to  the  public, 
John  B.  Yates  and  his  group  taking  up  the  whole  amount.  A  further 
£25,000  of  stock  was  sold  in  Montreal,  Quebec,  and  Upper  Canada. 
This  left  only  the  £100,000  reserved  for  England  still  unsold. 

Construction  was  begun  in  July,  1825,  and  for  the  next  five  months 
was  financed  almost  entirely  by  calls  on  the  New  York  stock.  By 
December,  20  per  cent  on  these  shares  liad  Ix'en  called  in  and,  hard  hit 
by  the  financial  stringency  which  followed  the  collapse  of  the  .stock 
market,  Yates  and  his  group  began  to  protest.  Sjx'aking  before  a 
committee  of  the  As.sembly,  the  president  of  the  company  stated  that 
there  was  a  real  danger  that  the  New  York  .stockholders  would  refuse 
to  pay  further  installments  if  steps  were  not  taken  to  assist  the  com¬ 
pany  until  shares  could  be  sold  in  England.*^  Impres.sed  by  this 
argument,  the  legislature  authorized  a  loan  of  £25,000. 

This  a.s.si.stance  enabled  the  company  to  continue  ojierations  during 
1826.  During  the  summer  of  that  year,  wth  monthly  expenditures 
averaging  £7,000,  an  attempt  was  made  to  withdraw’  the  stock  re¬ 
served  for  England  and  disjxise  of  it  in  New’  York.  In  June,  Boulton 
was  instructed  to  clo.se  the  subscription  list  in  England.  Merritt  then 
approached  the  New  York  banking  house  of  Prime,  Ward,  and  Sands, 
and  offered  them  a  commission  of  2^  per  cent  if  they  could  get  the 

"*  .\ssenibly  Journals,  1825-26,  appendix  report  of  select  committee  on  Wel¬ 
land  Canal,  evidence  of  J.  H.  Dunn. 

'■  fhid 
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remainder  of  the  stock  taken  up.  The  offer  was  refu-sed,  on  the  grounds 
(as  Merritt  reported)  that  “the  opening  of  this  canal  would  Ix^  inju¬ 
rious  to  them  inasmuch  as  it  would  divert  the  course  of  trade*  from 
New  York  to  ]Monireal.’’^*  Meanwhile  a  letter  was  received  from 
John  Galt,  secretaiy  of  the  Canada  Company,  informing  the  directors 
that  a  committee  of  five  senior  members  of  that  company,  heade'd  by 
Charles  Bosanquet,  had  been  formed  and  was  prepared  to  act  on  Ix*- 
half  of  the  Canal  Company  in  England.  This  offer  was  accepted  by 
the  board,  but  brought  no  immediate  relief. 

In  February,  1825,  the  board  had  .submitted  a  .second  ix'tition  for  a 
grant  of  land.  This  grant  was  not  actually  approved  until  late  in  1826. 
Nevertheless,  in  September,  1825,  Yates  was  authorized  by  the  lx)ard 
to  raise  a  loan  of  $50,000  or  $100,000 — whichever  was  more  convenient 
— in  New  York  on  the  security  of  the  company’s  bond  and  the  land 
grant,  “on  the  suppo.sition  that  the  Company  will  have  it  in  their 
power  to  offer  that  security  by  the  time  it  can  lx*  ascertain(*d  by  Mr. 
Yates  whether  he  can  succeed  in  effecting  the  loan.”*'-*  Yates  did  not 
succeed.  Neither  was  he  able  to  market  any  of  the  company’s  shar(*s, 
which  by  this  time  were  selling  at  a  50  ix*r  cent  di.scount.2°  I.arge 
quantities  of  Welland  Canal  stock  had,  in  fact,  been  dumped  on  the 
New  York  market  for  what  they  would  bring,  and  most  of  these  had 
been  purchased  by  Yates  and  his  partner  in  an  attempt  to  support  the 
price.  By  the  end  of  1826  Yates  and  McIntyre  owned  4,000  shares 
(par  value  $200,000),  one  quarter  of  which  had  b€*en  acquired  in  the 
open  market.**  This  was  something  verj  different  from  the  profitable 
loan-contracting  venture  which  Yates  had  anticipated. 

The  ba.sic  cause  of  the  company’s  difficulties  in  this  period  was  the 
failure  to  market  the  stock  reserved  for  England.  Deprived  in  effect 
of  half  their  authorized  capital,  the  directors  had  little  alternative  but 
to  appeal  for  aid  to  the  provincial  government  and  to  call  in  .subscrij)- 
tions  on  the  New  York  stock  as  quickly  as  they  rea.sonably  could.  It 
was  a  dangerous  and  un.stable  situation.  Some  small  grounds  for 
optimism  were  provided  by  a  mes.sag(*  received  in  Sf*ptemlx*r,  1826, 

**  Assembly  Journals,  1826-27,  report  on  Welland  Canal,  evidence  of  W.  H. 
Merritt. 

Minutes  of  board,  2  Sept.  1826. 

P.  A.  C.,  Merritt  Papers,  vol.  2,  Nehemiah  Merritt  to  W.  H.  Merritt,  18  Sept. 
1826. 

Assembly  Journals,  1826-27,  refKjrt  on  Welland  Canal. 
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from  Ix)rd  Bathurst,  the  colonial  secretary.  Impressed  by  the  impor¬ 
tance  of  the  canal  for  provincial  defense,  Bathurst  intimated  that  the 
British  government  was  prepared  to  pay  to  the  company  a  sum  equal 
to  one  ninth  of  the  estimated  co.st,  on  condition  that  government 
vessels  were  permitted  to  use  the  canal  without  paying  toll  and  that 
the  locks  were  built  large  enough  to  accommodate  gunboats.^^  The 
directors  jumped  at  the  offer.  Some  delay  was  caused,  however,  by 
the  fact  that  Bathurst,  using  a  very  early  cost  estimate,  set  the  “oiu*- 
ninth”  contribution  at  £16,350  sterling,  while  the  directors,  well  awan* 
that  costs  were  likely  to  be  considerably  higher  than  the  original  esti¬ 
mate,  hoped  for  a  larger  sum.  This  delay  was  to  have  serious  cons(‘- 
qiiences. 

Meanwhile  the  committee  of  the  Canada  Company  in  Ix)ndon  had 
been  completely  unsuccessful  in  disposing  of  the  shares  re.served  for 
that  market.  New  York  also  was  unreceptive,  as  Merritt’s  fniitless 
offer  to  Prime,  Ward,  and  Sands  had  demonstrated.  The  directoi-s 
therefore  turned  once  again  to  the  Canadian  provincial  legislatures. 
Early  in  1827  two  petitions  for  aid  were  presented,  one  in  each  prov¬ 
ince,  and  both  were  successful,  though  by  narrow  margins.  The 
government  of  Upper  Canada  contributed  £50,000,  and  Lower  Can¬ 
ada  half  that  amount.  Both  these  contributions  were  in  the  form  of 
stock  subscriptions,  not  loans. 

Heartened  by  this  success  the  directors  determined  to  renew  their 
efforts  in  England.  Merritt  had  already  demonstrated  his  capacity  as 
a  salesman,  and  early  in  1828  it  was  decided  to  send  him  to  England. 
Merritt  exhausted  every  possibility  of  raising  money  in  the  United 
States  before  leaving.  March  10th  saw  him  in  Philadelphia,  present¬ 
ing  his  facts  and  figures  to  Stephen  Girard.  But  Girard  had  no  money 
for  Canadian  canals  and  his  answer  was  a  decided  negative.  In  New 
York,  Merritt  called  a  meeting  of  the  stockholders  which  resulted  in 
the  sale  of  640  shares  and  in  a  promise  by  Yates  and  McIntyre  to  pay 
the  remaining  installments  on  their  shares  and  make  a  temporary  loan 
of  £10,000.  Applications  to  “a  Jew  ,  agent  of  Rothschild”^^  and,  for 
a  second  time,  to  Prime,  Ward,  and  Sands,  correspondents  of  the 
Barings,  brought  no  results.  On  March  16th,  therefore,  Merritt  sailed 
for  England. 

P.  A.  C.,  Series  Q,  371  A,  pp.  127-29,  Bathurst  to  Maitland,  30  Sept.  1826. 

J.  P.  Merritt,  op.  cit.,  pp.  90-92,  extracts  from  Merritt’s  diary  for  1828;  the 
reference  is  probably  to  the  firm  of  J.  A  L.  Joseph  (v.  Redlich,  op.  cit.,  p.  335). 


Bulletin  of  the  Business  Historical  Society  147 

Merritt’s  task  in  England  was  to  sell  the  remaining  shares  anti  to 
obtain  authority  to  draw  for  the  promised  “one-ninth”  grant.  In  the 
former  a.ssignment  he  was  successful;  in  the  latter  he  made  what  later 
turned  out  to  l)e  a  serious  mistake.  All  the  remaining  shares  (2,467) 
were  sold,  some  to  prominent  public  figures  such  as  the  Duke  of  \V(‘ll- 
ington,  William  Huskisson,  and  Alexander  Baring,  others  to  more 
humble  figures  such  as  the  Rev.  Richard  Blacow  of  LiveriKtol,  who  by 
investing  his  life’s  savings  Ix^came  the  largest  English  shareholder.*^ 
This  was  the  first  successful  attempt  to  interest  the  English  investor 
in  the  Welland  Canal  Company. 

In  dealing  with  the  British  government,  Merritt  hop<‘d  to  get  l)oth 
the  “one-ninth”  grant  and  also  a  loan.  In  the  event,  he  got  the  loan 
at  the  price  of  the  grant.  The  Chancellor  of  the  Exchequer  gave 
Merritt  a  choice  Ixdwwn  two  alternatives:  either  £27,000  as  the  prom¬ 
ised  contribution,  or  a  loan  of  £50,000  at  4  per  cent  on  the  s«*curity 
of  all  the  property,  tolls,  and  profits  of  the  company.  Convinced  that 
£50,000  would  complete  the  canal  by  the  end  of  the  year,  Merritt 
chose  the  latter.*®  What  he  does  not  appt'ar  to  have  realized  was  that 
by  mortgaging  everything  the  company  ov.  ned  or  could  hope  to  earn 
he  was  destroying  all  prospect  of  raising  credit  in  the  future. 

News  of  Merritt’s  decision  w^as  received  with  mixed  feelings  in  UpjKT 
Canada.  The  directors  referred  to  the  arrangement  as  “unn*a.sonably 
disadvantagwus”  and  .stated  that  the  terms  of  the  loan,  if  literally 
carried  out,  would  prove  ruinous  to  the  company  and  to  the  stock¬ 
holders.  Apparently  they  retained  .some  faint  hope  that  the  “one- 
ninth”  grant  would  still  be  made,  or  at  least  that  the  British  govern¬ 
ment  would  accept  payment  of  the  difference  between  the  amount  of 
the  loan  and  the  amount  of  the  grant  as  full  repayment  of  the  loan.*® 
There  were  no  grounds  whatever  for  this  optimism,  but  their  feeling 
that  a  hard  bargain  had  been  driven  was  not  entirely  unjustified. 

During  Merritt’s  absence  stmous  engineering  difficulties  had  be<*n 
encountered  in  one  section  of  the  cutting,  and  it  now  apix*ared  doubt¬ 
ful  whether  the  canal  would  b<‘  0|)en  for  traffic  (*ven  by  the  end  of 
1829.  As  a  result  of  Merritt’s  work  in  England,  the  directors  now 

**  P.  A.  C.,  Merritt  Papers,  vol.  27,  list  of  subscribers,  1829;  vol.  28,  Merritt’s 
memorandum  book;  and  vol.  29,  Welland  Canal  ledger. 

Assembly  Journals,  1830,  report  on  Welland  and  Burlington  Canals,  evidence 
of  W.  H.  Merritt. 

*•  Minutes  of  board,  15  Dec.  1828. 
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counted  on  havdng  at  their  disposal  the  imperial  loan  of  £50,00(1 
sterling  (£55,555.  11.  2  currency)  together  wth  approximately 
£38,837  from  new  stock  subscriptions,  or  a  total  of  about  £94,392.2' 
Something  in  the  region  of  £40,0(X)  was  required  to  pay  off  past  in¬ 
debtedness,  so  that  funds  actually  available  amounted  to  only  a  little 
over  £50,000.  The  cost  of  work  still  required  was  estimated  at 
£54,662.28 

Further  unexp(‘cted  difficulties  were  not  long  in  appearing.  In 
November,  1828,  the  firm  of  E.  &  R.  Ellice  &  Co.  had  been  appoint('d 
by  the  company  as  their  agents  in  handling  the  transfer  of  the  British 
loan.  The  firm  was  immediately  drawn  on  for  £30,000  and  wariKsl 
that  the  remaining  £20,000  would  be  required  in  the  iu*ar  future.  Both 
Ellice  &  Co.  and  the  Canada  Company  had  pledged  themselves  to 
Merritt  for  the  purchase  of  stock,  the  former  for  £15,000  and  the 
latter  for  £6,000.2*  2  July  1829  Ellice  &  Co.,  with  the  commission 

for  the  transfer  of  the  loan  safely  in  their  pockets,  refused  to  comply 
with  their  agret^ment  to  buy  stock,  and  shortly  thereafter  the  Canada 
Company  followed  their  example.  The  directors  had  considered- these 
pledges  as  binding  and  the  failure  to  secure  the  £21, OCX)  involved  was 
a  serious  blow. 

By  dint  of  a  series  of  makeshift  expedients,  sufficient  funds  were 
collected  to  enable  work  to  be  continued  on  the  canal  during  1829. 
On  the  last  day  of  November  in  that  year,  long  after  the  normal  sea¬ 
sonal  closing  of  navigation,  the  canal  was  officially  declared  open  and, 
by  breaking  through  several  inches  of  ice,  a  few  boats  managed  to 
make  their  way  from  Lake  Ontario  to  Buffalo  harbor.  But  if  the 
directors  imagined  that  this  happy  occasion  signalized  any  easing  of 
their  financial  difficulties,  they  were  much  mistaken.  The  canal  had 
been  cheaply  and  hastily  constructed;  the  locks  were  continually* 
giving  trouble;  the  water  supply  was  inadequate;  and  the  entrance  to 
I.ake  Erie  (as  then  designed,  the  canal  entered  the  Niagara  River 
just  above  the  Falls)  was  dangerous  and  inconvenient.  A  direct  cut¬ 
ting  to  I.a,ke  Erie  and  extensive  repairs  were  essiuitial.  Meanwhih* 
traffic  would  certainly  be  slow  in  developing,  and  interest  on  pa.*;! 

Annual  Report,  1828. 

2**  Assembly  Journals,  1836-37,  third  report  on  Welland  Canal,  p.  389,  evidence 
of  W.  H.  Merritt. 

P.  A.  C.,  Series  Q,  354,  pp.  89-96,  Colbome  to  Murray,  with  enclosures,  10 
Mar.  1830. 
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debts  to  the  British  and  proWneial  governments,  to  the  contractors, 
and  to  Yates  and  McIntyre  had  to  be  paid.  The  formal  oixming  of 
the  canal,  in  fact,  had  little  more  than  a  .symbolic  significance.  The 
financial  problems  facing  the  company  were  no  less  serious  than 
before. 


Ill 

On  the  day  the  canal  was  optmed  the  company  had  a  floating  debt 
of  £15,467  in  the  form  of  arrears  to  contractors  and  land  compen.sa- 
tion  awards.  Cash  in  hand  amounted  to  only  £152.  19.  1 1.*®  As  soon 
as  the  legi.slature  met,  therefore,  the  directors  presented  a  petition 
requesting  a  loan  of  £25,000  and  authority  to  increase  the  capital 
stock  to  £300,000.  In  .spite  of  a  hostile  committee  reiwrt,  the  loan 
was  granted,  although  the  capitalization  was  not  increa.sed.  A  similar 
petition  to  the  legislature  of  liOwer  Canada  met  with  no  success,  the 
French  Canadian  Assembly  being  in  no  mood  to  rep<‘at  the  gesture 
of  five  years  before. 

This  provincial  loan  was  required  to  finance  needed  construction. 
To  consolidate  its  floating  debt  the  company  applied  first  of  all  to  the 
Bank  of  Upper  Canada,  a  government-dominated  in.stitution  which 
was  at  this  time  the  only  lending  agency  in  the  province.  From  the 
point  of  view  of  the  company  the  Bank’s  policy  left  much  to  be  de¬ 
sired.  Loans  could  be  obtained  either  on  the  p(*rsonal  security  of  the 
directors,  or  by  pledging  government  debentures,  but  not  on  the  st*- 
curity  of  the  company’s  shares  or  property.  The  extent  to  which 
it  could  or  would  as.sist  the  company  was  therefore  strictly  limited.  To 
supplement  these  meager  supplies  of  credit  the  directors  relied  on  the 
borrowing  powers  of  J.  B.  Yates,  who  was  in  clo.se  touch  with  .sources 
of  credit,  both  institutional  and  personal,  in  New  York  and  Albany. 
Sometimes  Yates  would  authorize  the  company  to  draw  on  his  firm 
for  stipulated  amounts  at  three  or  six  months’  date;  sometimes  he 
attempted  to  discount  the  company’s  notes  at  the  Albany  banks. 

By  the  early  months  of  1830,  however,  Yates  was  exiR‘ri(‘ticing  great 
difficulty  in  performing  these  functions.  In  January  he  reported  to 
Merritt  “I  have  made  every  effort  in  my  power  to  induce  some  of  the 
capitalists  here  [Albany]  and  in  New  York  to  receive  the  pajier  of  the 
Company  but  have  not  yet  btHUi  able  to  .succeed.  .  .  .  The  Banks  do 


Ibid.;  Supplementary  Annual  Report,  1829. 
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not  wish  to  give  a  currency  to  the  paper  and  individuals  will  not  even 
examine  it.”^^  In  the  follo^^^ng  month  he  flatly  refused  to  honor  any 
further  drafts  on  his  firm.  The  situation  would  be  considerably  im¬ 
proved,  he  suggested,  if  the  provincial  government  would  guarantee 
interest  on  the  shares.^^  This,  however,  was  a  proj)osal  which  the 
Upi)or  Canada  legislature  declined  to  consider. 

These  drafts  on  his  cw^dit  were  a  grave  embarrassment  to  Yates, 
who  needed  all  the  money  he  could  lay  his  hands  on  to  keep  his  lottery 
business  solvent.  In  an  effort  to  ease  the  situation,  in  the  spring  of 
1830  he  offered  to  go  to  England  on  the  company’s  behalf  and  .see 
what  could  l)e  done  about  selling  the  remaining  shares  there  and  g(*t- 
ting  the  British  government  to  relax  the  terms  of  its  loan.  The  di¬ 
rectors  accepted  his  offer,  but  the  resulting  negotiations  3delded  small 
results.^^  The  Treasury  was  not  prepared  to  consider  any  modifica¬ 
tion  of  the  loan  agreement,  beyond  releasing  the  company  from  the 
obligation  to  pass  government  vessels  free  of  toll.  With  this  Yates 
had  to  be  content.  And  although  he  succeeded  in  selling  almost  all 
the  remaining  shares,  he  did  not  find  anyone  prepared  to  lend  the 
company  money.  This  was  hardly  surprising,  as  the  best  he  had  to 
offer  in  the  way  of  security  was  a  second  mortgage,  and  both  the  pro¬ 
vincial  and  British  gov’ernments  had  prior  claims  on  the  company’s 
revenue. 

Small  though  the  immediate  results  of  this  visit  to  England  may 
have  appeared,  it  was  not  without  important  consequences.  Yates 
returned  from  England  convinced  that  the  only  hope  for  the  private 
shareholders  lay  in  rai.sing  from  priv'^ate  sources  a  loan  large  enough  to 
pay  off  all  the  company’s  obligations  to  the  Canadian  and  British 
governments.  This  view  was  directly  opposed  to  that  of  the  Canadian 
directors,  who  looked  forward  with  equanimity  to  the  prospect  of 
continued  government  as.sistance  and  eventual  government  purchase. 
None  of  these  directors,  we  must  remember,  owned  more  than  the 
minimum  number  of  shares  necessary  to  qualify  them  for  a  seat  on 
the  board,  and  most  of  them  were  members  of  the  provincial  execu¬ 
tive.  As  far  as  they  were  concerned,  government  purchase  was  the 

P.  A.  C.,  Merritt  Papers,  vol.  2,  Yates  to  Merritt,  2  Jan.  1830. 

Ibid.,  Yates  to  Merritt,  18  Jan.  1830. 

.\ssembly  Journals,  1836-37,  third  report  on  Welland  Canal,  p.  409,  report 
of  J.  H.  Yates  to  directors. 
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natural  and  proper  conclusion  to  their  efforts.  To  Yates  this  view  was 
anathema. 

The  next  application  for  aid  to  the  Upper  Canada  legislature  almost 
precipitated  conflict  between  these  two  opposing  views.  A  request  for 
a  loan  of  £25,000  was  referred  by  the  Assembly  to  a  select  committee 
under  the  chairmanship  of  H.  J.  Boulton,  the  man  who  had  bungled 
the  company’s  first  mission  to  England.  Boulton  took  the  bit  between 
his  teeth  and  hustled  through  the  committee  a  report  recommending 
that  the  government  should  lend  the  company,  not  £25,000,  but 
£200,000 — enough  to  pay  off  the  loan  made  by  the  British  govern¬ 
ment  as  well  as  all  previous  provincial  loans.  This  proposal  was  clear¬ 
ly  intended  to  give  a  final  quietus  to  the  policy  Yates  was  advocating; 
as  the  report  stated,  “The  Province  will,  in  the  event  of  the  recom¬ 
mendation  being  adopted,  be  the  sole  creditor  of  the  Company,  and 
hold  a  lien  on  the  Canal,  which  shall  prevent  the  Company  ever  look¬ 
ing  to  any  other  quarter.’’®^  It  should  be  noted  that  there  was  in  the 
legislature  at  this  time  a  good  deal  of  resentment  at  the  way  in  which 
Merritt  had  mortgaged  the  canal  to  the  British  government,  as  well 
as  the  usual  suspicion  of  American  capital. 

The  Assembly  adopted  the  report,  but  later,  finding  on  reflection 
that  £200,000  was  rather  a  large  pill  to  swallow  ,  changed  it  to  a  loan 
of  £50,000,  and  this  only  on  condition  that  the  company  would 
guarantee  that  the  money  would  finally  complete  the  whole  canal, 
harbors,  and  so  on,  and  that  the  government  would  be  indemnified 
against  the  risk  of  nonpayment  of  intiTest  and  principal.  J.  B.  Yates, 
A.  Y.  Macdonell  (Yates’  nephew,  a  Canadian),  and  Merritt  became 
personally  responsible  for  the  amount  required.  To  finance  this  loan 
the  province  is.sued  debentures  directly  to  the  company,  which 
through  the  agency  of  Yates  deposited  them  with  the  Bank  of  the 
United  States  as  security  for  a  loan. 

The  mortgage  held  by  the  British  government  covered,  as  we  have 
seen,  the  whole  canal  and  its  revenues.  This  included  the  land  owned 
by  the  company,  particularly  the  large  grant  in  Wainfle<‘t,  and  the 
water-power  privileges.  The.se  were  potentially  valuable  assets,  but 
no  attempt  had  yet  been  made  to  realize  on  them.  Late  in  October, 
1830,  however,  Yates  offered  to  purchase'  all  the  lamb'd  property  of 
the  company,  together  with  the  rights  to  sell  or  lease'  the  surplus 
water,  for  the  sum  of  $100,000  payable  in  ten  ye'ars.  There  was  .some 


Assembly  Journals,  1831.  report  of  committeje  on  Welland  Canal  petition. 
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doubt  on  the  part  of  the  directors  as  to  whether  this  was  an  appro¬ 
priate  figure,  and  it  was  thought  advisable  to  put  the  property  up  for 
auction  in  March,  1831.  The  highest  outside  bid  received  being  only 
$30,000,  Yates  renewed  his  offer  of  $100,000  and  the  sale  was  con¬ 
cluded  at  that  figure.  As  Yates  was  an  alien  and  therefore  could  not 
hold  pro|x*rty  in  Upix'r  Canada,  he  formed  what  came  to  be  known  as 
the  Hydraulic  Company  and  transferred  title  to  this  organization. 
Partners  with  Yates  in  this  concern  were  his  nephew,  Macdonell,  an«l 
a  certain  Ogden  Creighton,  a  former  officer  in  the  British  army  whom 
Yates  appears  to  have  met  in  England  the  year  before. 

This  sale  aroused  considerable  public^  hostility  in  Upper  Canada, 
particularly  in  the  ranks  of  the  Reform  party,  whose  political  strength 
in  this  period  was  rapidly  increasing.  There  are  no  indications  that 
the  transaction  was  “rigged”  in  any  way,  but  the  Canal  Company  got 
very  little  out  of  it.  Yates  gave  the  company  a  bond  for  the  purchase* 
price,  with  interest  to  be  paid  at  6  per  cent  yearly.  Almost  without 
exception,  however,  these  yearly  payments  were  cancelled  in  con¬ 
sideration  of  damages  due  the  Hydraulic  Company  for  failure  of  the 
water  supply,  draining  of  the  canal  to  facilitate  repairs,  and  similar 
reasons.  The  sale  was  in  fact  a  thoroughly  bad  bargain  from  the  point 
of  view  of  the  Canal  Company;  it  excited  violent  public  opposition 
without  a  cash  equivalent. 

The  most  ui^ent  problem  facing  the  company  at  this  time  was  that 
of  liquidating  past  indebtedness,  particularly  to  contractors.  Delay 
in  pajment  for  work  done  had  immediate  repercussions  on  the  rate  of 
construction.  But  legislative  loans  and  subscriptions  were  typically 
granted  with  the  rider  that  they  were  to  be  used  only  for  further  work 
on  the  canal,  and  were  not  available  for  liquidation  of  the  floating 
debt.  The  Bank  of  Upper  Canada,  for  its  part,  was  now  obdurate  in 
its  refusal  to  extend  credit.  In  an  attempt  to  find  a  way  round  this 
difficulty,  a  memorial  was  drawn  up  by  the  directors  early  in  1832 
and  forwarded  to  the  Colonial  Office,  requesting  that  the  British 
government  should  give  up  its  mortgage  in  so  far  as  it  applied  to  the 
lands  and  hydraulic  privileges  of  the  company.  The  Colonial  Offiot* 
instructed  the  Lieutenant  Governor  that  he  was  to  use  his  own  dis¬ 
cretion,  and  the  release  was  finally  granted  in  the  spring  of  1833. 

There  is  little  doubt  that  this  proposal  originated  with  J.  B.  Yat(‘s, 
but  the  Canal  Company  did  reap  a  certain  advantage.  The  property 
sold  to  the  Hydraulic  Company  now  being  free  from  encumbrance, 
the  bond  given  in  payment  for  this  property  could  bt?  pledged  as 


Bulletin  of  the  Business  Historical  Society  153 

collateral  for  a  loan.  Late  in  1833,  in  fact,  Yates  managed  to  raise 
£25,000  on  this  security,  the  money  being  expended  not  in  payment 
of  debts  to  contractors  but  on  the  construction  of  a  new  harlwr  on 
l^ke  Erie. 

Meanwhile  the  directors  had  again  petitioned  the  legi.slature  for  a 
loan  of  £25,000.  On  this  occasion,  however,  they  appc^ar  to  have  mis¬ 
judged  the  political  climate.  The  As.sembly  refused  to  sanction  the 
loan,  authorizing  instead  a  stock  subscription  of  £7,500.  The  expendi¬ 
ture  of  this  money  was  taken  out  of  the  hands  of  the  directors  and 
entrusted  to  three  commissioners  appointed  for  that  purpose*.  This 
innovation  represented  a  vote  of  censure  on  the  directors  and  brought 
complete  government  control  perceptibly  nearer. 

Aa  their  first  assignment,  these  commi.ssioners  obtained  the  services 
of  Benjamin  Wright,  an  American  canal  engineer,  and  instructed  him 
to  inspect  and  report  on  the  state  and  prospects  of  the  canal.  Wright’s 
report  was  submitted  at  the  end  of  1833  and  was  highly  favorable  to 
the  company.  The  general  plan  of  the  canal  was,  he  felt,  sound,  and 
its  prospects  bright.  As  for  the  efficiency  of  the  management,  he 
estimated  that  up  to  March,  1833,  a  total  of  £356,955  had  been  spent 
on  the  canal  and  gave  as  his  considered  opinion  that  “there  must 
have  been  good  economy  to  accomplish  as  much  as  has  been  done  for 
the  sum  above  stated.’’®*  Wright  was  probably  the  foremost  canal 
engineer  in  North  America  at  this  time  and  his  verdict  could  not 
lightly  be  set  aside. 

IV 

The  first  result  of  this  report  and  of  a  i)etition  which  the  directors 
shortly  thereafter  submitted  for  further  financial  aid  was  a  full-dress 
debate  in  the  Assembly  on  the  issue  of  government  purchase.  It 
seems  highly  probable  that  the  purchase  would  have  been  consum¬ 
mated  at  this  time,  had  not  two  obstacles  prt;sented  themselves.  The 
first  was  the  alienation  by  the  Canal  Company  of  its  lands  and  water 
rights,  and  the  second  the  attitude  of  the  New  York  stockholders. 
The  sale  to  the  Hydraulic  Company  had  been  strongly  condemned 
by  the  commissioners  and,  as  we  have  noted,  had  not  commended 
itvSelf  to  the  Reformers.  Provincial  purchase  was  politically,  if  not 
theoretically,  impoasible  until  these  lands  and  hydraulic  privileges 
were  repurchased.  The  attitude  of  Yates  and  his  ns.sociates  interposed 
a  further  difficulty.  The  commi8.sioners  had  written  to  the  private 

3s  Assembly  Joumalx,  1833-34,  report  of  Welland  Canal  commissioners. 
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stockholders  to  inquire  on  what  terms  they  would  surrender  their 
interest  in  the  canal.  The  New  York  stockholders  held  out  for  princi¬ 
pal  and  interest,  and  made  it  clear  that  they  would  much  prefer  not  to 
sell.  This  demand  removed  government  purchase  from  the  realm  of 
practical  politics,  at  l(‘ast  for  the  time  Ixdng.  Instead,  on  6  March 
18114,  the  legislature  pas.s<xl  by  the  narrowest  of  margins  an  Act 
authorizing  a  stock  subscription  of  £50,000.  Three  directors  were  also 
appointed  to  the  board  by  the  legislature,  thus  leaving  the  private 
stockholders  with  a  slim  majority  of  one. 

Meanwhile  Yates  was  not  idle.  In  June,  1834,  he  agrwd  to  re.sell  to 
the  Canal  Company  the  land  and  water  rights  he  had  purcha.sed.  TIk* 
terms  agrw‘d  upon  were  not  unfavorable  to  him.  The  Canal  Company 
returned  to  the  Hydraulic  Company  the  bond  for  £25,000  originally 
given  in  consideration  for  the  transfer,  and  also  gave  its  bond  for 
£17,500,  this  payment  being  intended  to  reprej^nt  the  capital  which 
Yates  had  invested  in  his  property.  The  Hytlraulic  Company  was 
permitted  to  retain  about  two  hundred  acres  of  land  and  certain  mill 
sites,  the  rental  on  which,  it  was  understood,  would  equal  the  interest 
payable  on  the  bond  of  £17,1500.  This  agreement,  therefore,  like  the 
original  sale,  minimized  th(‘  actual  transfer  of  cash  between  the  two 
companies. 

More  important  were  Yates’  rapidly  maturing  plans  for  freeing  the 
company  from  its  indebtedness  to  the  government.  On  3  November 
1834  he  wrote  to  Merritt 

I  think  I  can  negotiate  a  loan  for  one  million  of  dollars  or  any  less  sum  we 
may  need  to  pay  off  all  our  debts  to  the  Govt.  I  have  commenced  a  negotia¬ 
tion  with  the  Agent  of  a  strong  European  House  in  case  the  Govt  are  not  will¬ 
ing  to  purchase  this  winter  to  loan  us  that  sum,  so  that  we  may  be  independ¬ 
ant  (sic),  &  if  1  am  not  mistaken  it  will  l)e  accompanied  with  the  inquiry  what 
the  Govt  will  charge  for  its  stock  interest  in  the  canal.  ...  I  would  by  no 
means  make  the  move  for  the  Govt  to  purcha.se  but  keep  quiet  and  merely 
make  a  general  report  of  prospects. 

In  January,  1835,  when  the  election  of  a  Reform  As.sembly  made  th(> 
chances  of  government  purchase  le.ss  promising,  he  hinted  strongly 
that  Merritt  had  Ixdter  cea.se  his  efforts  in  that  direction,  pointing 
out  that  “as  this  house  continues  four  years,  our  mea.sures  must  now 
be  adapted  to  use  the  chartered  rights  of  the  Company  to  be.st  ad¬ 
vantage.”*^  By  April  he  was  certain  that  a  loan  could  Ix'  raised  from 

P.  A.C.,  Merritt  Papers,  vol.  3,  Yates  to  Merritt,  3  Nov.  1834. 

•*'  Ibid.,  Yates  to  Merritt,  28  Jan.  1835. 
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priv’ate  sources,  and  by  September  he  was  ready  to  urge  immc'diate 
action:^* 

It  has  become  important  that  the  Welland  canal  company  should  make  a 
proper  effort  to  stand  by  itself  &  pay  off  the  Government.  Its  increased  esti¬ 
mation  in  public  opinion,  in  consequence  of  the  steady  increa.se  of  its  business 
&  evident  prospective  importance,  is  now  such  that  I  am  encouraged  from  the 
interviews  I  have  had  with  men  in  correspondence  with  the  mo.st  prominent 
money  lending  houses  in  Europe,  to  think  that  we  can  now  make  a  loan  to 
enable  us  to  consolidate  our  whole  debt  &  permanently  renew  the  locks.  A 
proper  A  energetic  effort  for  this  purpose  may  accomplish  it. 

Finally  in  November  he  wrote  to  Merritt  urging  him  and  Creighton, 
the  company’s  treasurer,  to  come  to  New  York  at  once.  “VVe  must 
have  a  full  and  free  conversation.  I  eannot  write  what  I  wish  to  pro- 
IKise.  You  will  approve  of  it  &  so  will  every  friend  to  the  Province  and 
the  W.  C.  C.  We  have  no  time  to  los(> — let  us  now  act  with  prompt¬ 
ness  &  vigor  &  the  victory  is  ours.”^*’ 

Precisely  what  transpired  at  this  meeting  in  New  York  is  a  matter 
for  conjecture.  With  commendable  prud(‘nce,  Yates  never  divulged 
in  correspondence  the  identity  of  the  European  financiers  with  whom 
he  was  negotiating.  Presumably  Merritt  and  Creighton  made  no 
objection,  for  late  in  December  they  submitt(‘d  to  the  Lieutenant 
Governor  an  application  from  “certain  mercantile  Houses  &  Indivi¬ 
duals  in  the  City  of  New’  York”  inquiring  whether  he  considered  him¬ 
self  authorized  to  dispose  of  the  government  interest  in  the  canal,  and 
if  so  on  what  terms.  And  here  a  st'rious  difficulty  arose,  for  none  of  the 
Actsw’hich  had  authorized  government  subseriptions  to  Welland  Canal 
stock,  except  the  ver}'  first  in  1827,  had  empowered  the  Lieutenant 
Governor  to  dispose  of  the  shares  so  purchas(‘d  on  any  terms  what¬ 
ever.  Here  was  an  unexpt^cted  snag. 

Presumably  this  difficulty  could  have  Ixhui  overcome,  given  time, 
by  the  passing  of  an  amendment  to  the  relevant  statutes.  But  events 
were  now  moving  too  fast.  F^arly  in  1835  William  Lyon  Mackenzie, 
leader  of  the  Upjier  Canada  Ri'formers,  had  lx*tui  ap{H)inted  to  th(‘ 
board  of  the  company  by  the  l(*gislature.  Mackenzu*  was  det(>rmiiu*d 
to  make  jxilitical  capital  out  of  the  difficulties  of  the  comiiany,  a  task 
wliich  was  made  all  the  (‘asier  of  accomplishment  by  the  fact  that  the 
canal  had  Ix'en  from  the  Ix'ginning  a  jxd  project  of  tlx*  Tory  or  govern- 

**  Ibid.,  Yates  to  Merritt,  22  Sept.  1835. 

Ibid.,  Yates  to  Merritt,  10  Nov.  1835. 
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merit  party  and  that  prominent  members  of  the  executive  had  served 
as  directors.  Having  sptmt  five  months  ingratiating  himself  with  his 
fellow-directors  and  burrowing  through  the  company’s  chaotic  ac¬ 
count  books,  Mackenzie  emerged  in  October  with  a  series  of  startling 
charges  of  defalcation  and  fraud  on  the  part  of  the  company’s  officers, 
which  he  proceeded  to  publicize  in  a  broadside  entitled  “The  Welland 
Canal.” 

The  political  .situation  in  Upper  Canada  at  this  time  was  as  tense 
as  it  was  confused,  and  Mackenzie’s  charges  created  a  s(*n.sation  large 
enough  to  satisfy  the  most  ambitious  demagogue.  Merritt,  who  by 
this  time  had  managed  to  get  him.self  elected  to  the  Assembly,  suc¬ 
ceeded  in  having  the  whole  matter  referred  to  a  select  committin* 
which,  after  prolonged  inquiry  (which  might  well  have  been  abbn*v  i- 
ated  had  not  Mackenzie  held  the  government  printing  contract) 
finally  emerged  with  a  verdict  of  “not  proven”  on  all  serious  counts. 
But  the  damage  had  been  done.  Yates’  negotiations  had  been  effec¬ 
tively  blocked  at  their  most  delicate  stage,  the  flow  of  government 
assistance  interrupted,  and  public  confidence  in  the  canal  and  its 
management  badly  shaken.  Yates  himself  was  bewildered  by  the 
violence  of  the  attack.  Writing  to  Merritt  in  February,  1836,  he 
complained:^® 

The  scoundrel  has  by  his  publications  done  injury  that  it  will  require  time 
to  repair.  ...  If  so  much  noise  had  not  been  made  I  might  have  negotiated 
for  a  sufficient  sum  within  the  year  by  loan.  I  cannot  say  more  than  I  have 
said.  I  am  tired  out  and  wish  I  had  never  seen  the  canal,  or  anything  connect¬ 
ed.  It  has  embittered  my  life  here  as  well  as  there.  They  must  do  what  they 
please. ... 

There  w'ere  not  to  be  many  more  letters  from  Yates,  and  those  that 
did  follow'  echoed  the  same  note  of  de.spondency  and  disgust.  On  10 
July  1836  he  died,  and  by  his  death  brought  to  an  end  all  seriou.s 
efforts  to  free  the  company  from  its  dependence  on  the  legislatun*. 
Nothing  more  w'as  heard  of  the  million  dollar  loan.  From  this  point 
on,  eventual  government  purchase  was  inevitable. 

V 

The  remainder  of  our  narrative  may  be  briefly  summarized.  At  tin' 
end  of  1835  the  company  had  a  floating  debt  of  £1,208,  to  which  hatl 

•"*  Ibid.,  Yates  to  Merritt,  27  Feb.  1836. 
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to  be  added  about  £2,547  due  for  land  claims  and  £6,346  for  necessary 
repairs.  Cash  in  hand  amounted  to  only  £295.  To  keep  the  canal 
open,  stopgap  aid  to  the  amount  of  £2,000  was  voted  by  the  legisla¬ 
ture,  but  the  bill  was  reserved  by  the  Lieutenant  Governor,  so  that 
for  the  whole  of  the  sea.son  the  company  was  left  to  fend  for  itself. 
During  1836,  indeed,  the  Welland  Canal  Company  touched  the  nadir 
of  its  fortunes.  Complete  bankruptcy  was  avoided  only  by  the  ex- 
IK'dient  of  iasuing  the  company’s  bills  as  currency  and  by  Merritt’s 
efforts  in  prevailing  upon  private  individuals  to  endorse  the  company’s 
notes.  But  it  was  clear  that  an  impa.s.se  had  been  reached.  Another 
such  year  and  it  would  be  impo.s.sible  to  keep  the  canal  open,  far  le.ss 
execute  the  repairs  which  were  now  urgently  required. 

On  6  August  1836  the  Iward  asked  the  private  stockholders  to 
authorize  them  to  open  negotiations  for  the  sale  of  their  stock  to  the 
province.  The  neceasary  permission  having  been  given,  a  memorial 
was  presented  to  the  Lieutenant  Governor  praying  that  the  province 
would  take  over  full  ownership  of  the  canal.  As  if  to  emphasize  the 
request,  there  appeared  a  government  report  which  rwommended 
“making  the  Welland  Canal  strictly  a  public  work’’  and  suggested  as 
suitable  terms  for  purcliase  the  i.ssue  of  provincial  debentures  to  the 
private  stockholders  on  a  dollar-for-dollar  basis,  with  further  deben¬ 
tures  to  be  is.sued  for  back  interest  when  the  revenue  from  tolls 
reached  a  figure  of  £5,000  per  annum. 

But  the  end  was  not  yet.  The  Upper  Canada  legislators  were  not 
so  eager  to  purchase  the  canal  that  they  could  not  afford  to  pro¬ 
crastinate,  and  there  were  many  who  still  toyed  with  the  idea  of  dual 
control.  On  4  March  1837  there  was  pa.s.sed  an  Act  which,  though  it 
effected  the  long  ov^erdue  reorganization  of  the  company’s  finances, 
made  no  mention  of  government  purchase.  The  capital  stock  of  the 
company  was  increa.sed  to  £597,300,  of  which  the  provincial  govern¬ 
ment  was  to  hold  £454,500;  £209,500  of  this  amount  was  to  repres(‘nt 
a  consolidation  of  previous  loans  and  subscriptions,  and  the  remainder 
(£245,000)  a  new  subscription  for  the  ix'rmanent  reconstruction  of 
the  canal  with  stone  locks.  The  number  of  directors  was  reduc(‘d  to 
five,  so  that  the  three  government-appointed  members  held  a  major¬ 
ity.  This  Act  therefore  marked  the  end  of  private  control. 

If  the  full  amount  voted  by  the  U>gislature  had  betm  raistnl  and 
expended  on  the  reconstruction  of  the  canal,  this  compromist*  meas¬ 
ure  might  have  proved  workable.  But  as  a  matt(*r  of  fact  the  statute 
was  inofKTative  almost  from  the  start.  .Just  as  the  panic  of  1825  had 
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frustrated  the  first  attempt  to  sell  stock  in  England,  so  the  panic  of 
1837  broke  before  this  last  and  largest  provincial  subscription  could 
be  raised.  Only  £68,144  of  the  promisi'd  £245,000  was  actually 
realized.  After  April,  1837,  the  province  could  not  sell  its  bonds,  and 
the  Canadian  rebellions  of  the  .same  year  completed  the  debacle. 

In  this  atmosphere  of  bankruptcy  and  relxdlion  the  New  York 
stockholders  renewed  the  agitation  for  proNuncial  purchase  with  full 
com{K>nsation,  as.serting  that  the  Act  of  1837  had,  in  effect,  deprived 
them  of  control  over  their  propi^rty ;  that  they  were  now,  in  view  of  the 
steady  increa.se  in  revenue  from  tolls,  entitled  to  a  dividend;  and  that 
they  ought  to  lie  repaid  for  their  outlay  in  constnicting  a  public  work 
which,  with  bland  a.s.surance,  they  claimed  to  lx*  “for  u.sefulness  and 
profit,  under  proper  management  .  .  .  not  equalled  in  America.”^* 

Whether  as  a  con.s(*quence  of  this  protest  or  of  the  now  more  settled 
political  conditions  in  Upper  Canada,  on  16  May  1839  the  legislature' 
finally  passed  an  Act  which  provided  for  provincial  purchasi*.  De*- 
bentures  were  to  be  i.s.sued,  payable  in  twenty  years,  in  exchange  for 
the  private  stock,  the  exchange  being  at  the  option  of  the  shareholder. 
The.se  debentures  were  to  lx*ar  intere.st  at  2  per  cent  for  the  first  two 
years,  3  per  cent  for  the  third  year,  and  so  on  up  to  a  maximum  of  6 
per  cent.  This  plan  appears  to  have  been  designed  in  order  to  mini¬ 
mize  the  immediate  burden  on  the  provincial  finances.  Further,  as 
.soon  as  the  tolls  reached  a  figure  of  £30,000  per  annum,  each  former 
stockholder  was  to  receive  debentures  for  the  back  interest  due  to  him 
since  his  stock  was  first  .subscribed. 

The  issue  of  provincial  debentures,  however,  was  not  the  easy  mat¬ 
ter  it  had  once  been.  The  state  of  the  provincial  debt  was  now  a 
matter  of  keen  concern  to  the  British  government,  and  the  Lieu¬ 
tenant  Governor,  acting  on  instructions  from  Ixmdon,  refused  to  add 
to  the  debt  of  the  province  for  the  purchase  of  cQmpen.sating  the 
private  stockholders  until  the  funds  required  to  complete  the  canal 
had  been  rai.sed.  He  therefore  reserved  the  bill  for  the  Queen’s  ap¬ 
proval.  After  th(*  constitutional  reforms  of  1840,  the  measure  was 
reintroduced  in  the  first  session  of  the  legislature  of  the  now  united 
provinces  of  Canada  and  b(*came  law  on  5  July  1841. 

But  not  even  then  were  the  difficulties  over.  This  Act  also  proved 
to  lx*  inoix'rativ'e.  Xot  only  were  certain  of  its  provisions  obje*ctiou- 


Assembly  Journals,  1839-40,  appendix  pt.  II,  p.  23,  memorial  of  New  Yiirk 
stockholders. 
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able  to  the  private  stockholders,  but  also,  and  more  important,  the 
debentures  issued  proved  to  lx*  unsalable  at  anything  like  their  nomi¬ 
nal  value.  Merritt  went  to  England  in  1841  in  an  attempt  to  market 
the  issue,  found  that  the  bonds  would  sell  only  at  a  heavy  di.seount, 
and  returned  bearing  recommendations  from  the  Treasury  that  the 
Act  be  amended.  As  a  result,  the  Act  of  1843  was  pas.s(*d  (7  Vie.  cap. 
34).  This  mea.sure  provided  for  the  issue  of  debtuitures  payable  in 
twenty  years,  bearing  interest  at  5  per  cent  if  payable  in  England  and 
6  per  cent  if  payable  in  Canada,  with  debentures  for  back  interest  to 
be  issued  when  the  tolls  reached  an  annual  figure  of  £45,000.  This 
compromise  proved  acceptable  to  all  parties,  and  the  Welland  Canal 
Company  pa.ss(‘d  finally  out  of  existence. 


The  Canadian  government  took  over  in  1841  a  ship  canal  8  fe*et  in 
depth,  with  40  wooden  locks  me*a.suring  22  feet  by  100  feet;  thr(‘e 
harbors.  Ports  Dalhousie,  Maitland,  and  Colborne;  an  aqueduct  over 
the  River  Welland;  a  large  dam  across  the  Grand  River;  about  13,400 
acres  of  land;  and  various  water-power  rights,  the  rents  from  which 
amounted  to  over  £1,000  per  annum.  The  direct  line  of  the  canal 
from  Lake  Erie  to  I^ake  Ontario  was  28  miles  in  length,  while  the 
whole  canal,  including  all  branches  and  feeders,  had  a  length  of  alxait 
88  miles. 

This  was  an  extensive  prop(*rty.  What  had  it  cost,  and  who  had 
l)aid  for  it?  If  we  take  a.s  our  point  of  departure  the  as.sumption  of 
control  by  the  provincial  government  in  1837,  then  there  had  be(‘n  up 
to  that  date  two  increa.ses  in  the  capitalization  of  the  company:  from 
£40,000  to  £200,000  in  1825,  and  to  £250,000  in  1834.  One  of  the 
first  points  to  emerge  is  that  the  company  appar(*ntly  .sold  more  shares 
than  it  was  entitled  to.  In  December,  1836,  the  distiibution  of  shares 
was  as  follows: 


Number 

Percentage 

Government  of  Upper  Canada 

8,600 

43  0 

Government  of  Lower  Canada 

2,000 

10  0 

Individuals  in  Upper  Canada 

297 

1.5 

Individuals  in  I^wer  Canada 

1,106 

5.5 

Individuals  in  New  Brunswick 

40 

0.2 

Individuals  in  New  York 

5,570 

27.8 

Individuals  in  Enf^land 

2,411 

12.0 

20,024 


100.0 
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or  24  shares  (£300)  more  than  its  authorized  capitalization. 

The  above  table  makes  clear  the  relative  size  of  the  investments 
made  by  the  Canadian  governments  and  by  private  individuals  before 
1837.  Privately  controlled  capital  ar'^ounted  to  £117,800,  while 
capital  subscrilx'd  by  the  governments  of  Upper  and  Ixiwer  Canada 
totalled  £132,500.  The  small  number  of  .shares  held  in  Upper  Canada 
is  noteworthy.  Only  two  individuals  resident  in  that  province — Mer¬ 
ritt  and  Ogden  Crt‘ighton— held  over  20  shares.  The  40  shares  owned 
in  New  BrunsA\'ick  were  held  by  W.  H.  Merritt’s  uncle,  Nehemiah 
Merritt. 

The  sale  of  stock  was  not,  of  course,  the  company’s  only  source  of 
funds.  Up  to  1837  the  total  expenditure  on  the  canal  was  £451,529.  6. 


2.  This  was  obtained  from  the  following 

sources: 

;42 

Stock  subscriptions: 

Governments  of  Upper  and  Lower  Canada  £132,500 

0 

0 

Private  individuals 

117,800 

0 

0 

Forfeited  stock 

540 

0 

0 

£250,840  0  0 

Loans: 

Government  of  Upper  Canada 

100,000 

0 

0 

British  government 

55,555 

11 

2 

£155,555  11  2 

Miscellaneous:  | 

Revenue  from  tolls,  1830-36 

22,243 

16 

4 

Land  and  water  rents 

3,267 

7 

5 

Profits  on  exchange 

7,156 

15 

5 

Bank  of  Upper  Canada,  loan  account 

1,370 

2 

3 

Profits  on  note  issue 

8,115 

15 

0 

Other  small  items 

2,979 

18 

7 

£45,133  15  0 


£451,529  6  2 

In  addition,  after  1828  the  company  paid  no  interest  on  loans  from 
the  provincial  government,  the  amount  due  on  this  account  being 

These  figures  are  transcribed,  with  slight  modifications,  from  W.  H.  Merritt, 
Brief  Review  of  the  Origin,  Progress,  PreserU  State,  and  Future  Prospects  of  the 
Welland  Canal  (St.  Catharines,  1852),  p.  21. 
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('stimated  at  £44,690.  No  interest  was  ever  paid  or  demanded  on  the 
British  government’s  loan;  this  was  estimated  at  some  £20,000.  Lo.ss 
of  interest  to  the  provincial  and  British  government.^  should  lx*  in¬ 
cluded  in  estimates  of  total  cost,  for  the  company  wa.<!  under  a  legal 
obligation  to  make  these  payments  and  failure  to  include  them  makes 
costs  appear  lower  than  the  true  figure.  Loss  of  inter(*st  to  the  stock¬ 
holders  should  not  be  included,  for  obvious  rea.sons.  As  a  final  esti¬ 
mate  of  the  total  cost  of  the  Welland  Canal  during  the  pt'ricxl  of  pri¬ 
vate  control,  a  figure  of  approximately  £516,000  ($2,064,000),  is 
suggested. 

Is  this  figure  unreasonably  high?  Does  it  .suggest  that  the  manag(‘- 
ment  of  the  company  was  inefficient?  Was  there  extravagance,  care¬ 
lessness,^  or  corruption  in  the  administration  of  the  company’s  affairs? 

Charges  of  fraud  and  peculation,  such  as  are  scattered  about  the 
political  literature  of  the  day  as  well  as  in  some  of  the  .secondary 
works,  are  difficult  to  prove  or  disprove  at  this  late  date.  Suffice  it  to 
say  that  the  committee  of  inquiry  appointed  to  investigate  Macken¬ 
zie’s  charges  in  1835  found  no  indications  of  criminal  negligence  or 
.serious  misappropriation  of  funds,  and  the  examination  of  the  evi¬ 
dence  surviving  at  the  present  day  does  not  suggest  that  the  verdict 
of  the  committee  was  incorrect.  It  remains  true  to  say,  however,  that 
mistakes  and  miscalculations  there  were  in  plenty,  .some  of  them 
involvTng  considerable  sums  of  money. 

In  attempting  to  evaluate  the  seriousness  of  these  mistakes — to 
estimate,  that  is  to  say,  how  efficient  the  company  was  by  the  stan¬ 
dards  of  its  own  time — we  naturally  look  for  similar  canals  construct¬ 
ed  elsewhere,  the  cost  figures  for  W'hich  can  be  companxl  with  those 
for  the  Welland.  Unfortunately,  comparable  cases  an*  few.  The  Forth 
and  Clyde  Canal  in  Scotland,  35  miles  long  and  with  the  same  depth 
as  the  Welland,  cost  £200,000  sterling,  but  differences  in  cost  condi¬ 
tions  vitiate  the  comparison."*®  The  Rideau  Canal  in  Up{x‘r  Canada 
cost  the  British  government  nearly  one  million  |X)unds,  but  it  was  133 
miles  in  length,  had  .stone  lock  basins,  and  pa.s.sed  through  very  dif¬ 
ferent  terrain.  The  I.achine  Canal  in  Montreal,  with  a  depth  of  5 
feet  and  a  length  of  9  miles,  cost  £120,000,  but  it  had  only  44  fwt  of 
lockage  as  against  the  Welland’s  330. 

Perhaps  the  most  nearly  comi)arable  case  is  that  of  the*  .section  of 

**  C.  G.  Haines  (ed.),  Public  Documents  Relating  to  the  New  York  Canals  (New 
iork,  1821),  p.  92. 
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the  Erie  Canal  Ix'tween  Lake  E^rie  and  I^ckport — just  across  the 
Niagara  River  from  the  Welland.  This  section,  which  was  32  miles  in 
length,  cost  S2, 400,000  (£600,000)  for  a  cutting  4  fwt  deep,  as  against 
the  Welland’s  8,  and  had  3  miles  of  rock  cutting  to  match  the  Welland 
2}^m\\o  Deep  Cut."*^  This  comparison,  therefore,  is  by  no  means 
unflattering  to  the  Welland,  especially  when  we  consider  that  tin* 
figure  for  the  Welland  includes  the  cost  of  three  pas.sably  efficient 
harlK)rs  and  an  extensive  f(‘eder  and  dam.  One  can  bt'gin  to  under¬ 
stand  how  Benjamin  Wright,  an  expert  in  such  matters,  could  praise 
the  directors  for  their  “good  economy.” 

Where  the  Welland  Canal  Company  failed  as  an  effective  business 
organization  was  not  in  the  spending  of  money,  but  in  the  acquisition 
of  it.  What  funds  the  company  had  were  expiuided  economically — 
with  no  more  waste,  that  is  to  say,  than  was  u.sual  in  similar  organiza¬ 
tions  of  that  period.  But  on  the  capital-raising  side  the  company’s 
performance  left  much  to  be  desired.  From  Boulton’s  first  mission  to 
England  in  1827  down  to  the  tangled  purchase*  negotiations  of  1839-43, 
we  can  point  to  case  after  case  where  mismanagement  and  miscalcula¬ 
tion  cost  the  company  dear.  In  part  at  le‘ast  this  is  to  be  ascribed  to 
inexperience  on  the  part  of  the  company’s  officers.  Only  two  of  the 
directors  can,  by  the  most  elastic  interpretation  of  the  term,  be  called 
bu.sinessmen ;  Merritt,  who  was  a  .storekeeper,  and  William  Allan,  who 
was  president  of  the  Bank  of  Upper  Canada.  But  more  than  this  is 
involved.  It  would  be  obviously  incorrect  to  say  that  the  company 
did  not  receive  adequate  financial  support  from  the  provincial  and 
British  government.  But  a  reasonable  case  can,  it  would  seem,  be 
made  out  for  the  view  that  this  support  was  given  in  the  wrong  way, 
or  in  other  words  that  the  benefits  derived  by  the  company  from  this 
supjiort  were  largely  offset  by  consequential  disadvantages.  The  Bri¬ 
tish  gov(‘rnment’s  loan,  for  example,  was  generous  and  the  financial 
salvation  of  the  company  at  the  time  it  was  obtained;  but  the  terms 
on  which  it  was  granted  later  turned  out  to  be  a  grave  handica]). 
Again,  each  of  thi*  successive  provincial  grants  was  allowed  to  lx‘como 
matter  for  political  controversy,  exacerbating  sentiments  of  jealousy 
and  su.spicion  which  might  otherwise  have  lx*en  mollified.  Ridiance 
upon  Yates  and  McIntyre  as  a  .source  of  credit  was  at  bx'st  an  unreli¬ 
able  makeshift ;  relations  with  the  Bank  of  Upper  Canada  should  have 

Cost  figures  are  taken  from  Assembly  Journals,  1836-37,  third  report  on 
Welland  Canal,  p.  432;  they  have  not  been  checked  independently  of  this  source. 
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b(Hm  regularized  at  an  early  stage,  instead  of  being  allowed  to  deterio¬ 
rate  to  the  point  of  open  hostility. 

There  is  no  doubt  that,  superficially  at  least,  the  Welland  Canal 
cuts  a  very  poor  figure  in  comparison  with  the  Erie.  The  analysis 
which  has  been  given  above  may  help  to  pin  down  the  strategic  factors 
which  gave  rise  to  extravagant  success  in  the  one  case,  bankniptcy 
and  disappointment  in  the  other.  The  difference  between  the  two  proj¬ 
ects  lay  not  so  much  in  their  inherent  prospects  (for  Ixith  canals 
tapped  the  .same  territory),  nor  in  the  technical  details  of  their  con¬ 
struction  (for  the  Welland  employed  .several  of  the  engine<*rs  trained 
on  the  Erie  and  was,  if  anything,  a  simpler  canal  to  build),  but  rather 
in  their  very  difftTimt  systems  of  financing.  The  crucial  role  of  the  .so- 
called  “auxiliary  funds”  in  contributing  to  the  success  of  the  Erie  is 
not  always  given  the  attention  it  deserves.  These  funds,  it  will  be 
remembered,  W'ere  certain  fi.scal  revenues,  such  as  the  salt  tax,  which 
the  legislature  of  New  York  state*  .set  a.side  to  guaranty  payment  of 
interest  on  Erie  Canal  debentures;  and  it  was  these  funds  which  made 
the  debentures  so  attractive  to  British  investors.  Had  tlu*se  funds  not 
been  available,  the  story  of  the  Erie  might  have  been  a  very  different 
one.  Not  until  1826,  it  .should  be  noted,  did  the  tolls  on  the  Erie  reach 
a  figure  sufficient  to  pay  the  costs  of  maintenance;  and  as  late  as  1839 
it  was  officially  estimated  that,  in  the  absence  of  the  auxiliary  funds, 
the  canal  debt  would  in  that  year  have  exceeded  by  some  $57,674  the 
total  cost  of  coiustruction.^®  In  economic  terms,  the  function  which 
the.se  funds  served  was  to  enable  the  state  to  recoup  by  fiscal  means 
some  of  the  indirect  returns  which  resulted  from  canal  construction — 
returns  which  would  other\vi.se  have  Ix'en  ab.sorbed  in  the  general 
economic  development  of  the  region.  No  such  arrangements  were 
devised  for  the  Welland,  the  consequence  lx*ing  that  only  a  .small  part 
of  the  total  economic  benefits  resulting  from  the  constniction  of  the 
canal  was  rt*cov’erable  by  its  builders. 

It  may  be  that  such  large-scale  developmental  projects  as  the  W(*l- 
land  Canal,  characterized  by  heavy  fixed  investment,  markc'd  in- 
di\i.sibilities  of  scale,  and  relatively  long  “gestation  ix'iiods,”  are 
tasks  unsuited  to  private  profit-oriented  business  organizations. 
Governments,  it  is  .sometimes  assorted,  are  better  (*quipjx'd  to  mobi¬ 
lize  the  nece.s.sary  long-term  capital  and  can  drain  off,  to  pay  interest 

Alexander  Trotter,  Observations  on  the  Finances  of  the  Sorth  American  States 
(London,  1839),  pp.  77-88. 


164  Bulletin  of  the  Business  Historical  Society 

on  this  capital,  a  larger  portion  of  the  indirect  benefits  by  means  of 
taxes  and  ass(*ssments.  Arguments  in  this  vein  are  often  heard  in 
connection  with  developmental  projects  at  the  present  day,  especially 
in  connection  with  the  so-called  backward  areas,  the  consequence 
being  that  heavy  responsibilities  for  initiating  and  carr3dng  through 
investment  programs  are  placed  on  the  shoulders  of  governments 
often  ill-equipped  to  carry  them. 

The  central  problem  is  clearly  how  best  to  combine  the  capital¬ 
raising  and  taxing  abilities  of  governments  with  the  initiative  and 
flexibility  of  private  entrepreneurial  groups.  On  this  problem  histori¬ 
cal  experience  can  perhaps  throw  some  light.  It  is  easy  to  say,  for 
example,  (as  have  many  latter-day  commentators)  that  Merritt  and 
his  associates  had  no  business  undertaking  to  construct  the  Welland 
Canal  when,  on  an  objective  view  of  the  situation,  the  task  was  clearly 
beyond  their  means.  But  this  is  to  ignore  the  entrepreneurial  contri¬ 
butions  of  these  individuals.  That  the  government  could  have  con¬ 
structed  the  canal  any  more  economically  or  more  quickly  than  the 
company  is  very  doubtful,  as  anyone  familiar  with  the  provincial 
executive  of  Upper  Canada  in  this  period  will  confirm.  The  govern¬ 
ment  route,  too,  as  laid  out  in  1823,  would  undoubtedly  have  provtnl 
expensive  and  inconvenient,  showing  as  it  did  far  more  consideration 
for  military  strategy  than  it  did  for  the  needs  of  commerce.  The  only 
major  advantage  which  government  construction  would  have  brought 
w’as  easier  and  more  reliable  access  to  the  London  capital  market.  But 
this  could  have  been  secured  equally  well  under  private  management 
by  a  provincial  guarantee  of  interest  on  the  company’s  shares,  sup¬ 
plemented  by  competent  government  representation  on  the  board  of 
directors  and  (as  w'as  the  case  with  the  Erie)  by  the  setting  up  of  fiscal 
mechanisms  to  siphon  off  some  of  the  real  income  generated  by  de¬ 
velopment.  Whether  such  an  arrangement  w’as  politically  practicable 
at  the  time  is  another  and  considerably  more  complex  question. 

Hugh  G.  J.  Aitken 
Harvard  University 


THE  ROLE  OF 

THE  LOUISVILLE  AND  NASHVILLE  RAILROAD 
IN  THE  EARLY  DEVELOPMENT 
OF  ALABAMA  COAL  AND  IRON 


would  be  imj)ossible  within  the  brief  compass  of  this  pajx'r  to 
give  even  a  fraction  of  the  chronological  developments  in  the  compli¬ 
cated  story  of  the  dost*  inter-relationships  of  the  Ijouisville  and  Xash- 
ullc  Railroad  with  the  mining  and  manufacturing  interests  of  north¬ 
ern  Alabama  in  the  formative  years  of  the  1870’s  and  1880’s.  Instead, 
this  paper  is  intended  to  show  in  somewhat  broader  outline  how  that 
railroad  entered  the  Birmingham  n'gion  after  the  Civil  War  and  some‘- 
thing  of  the  scope  of  information  niative  to  that  region’s  dewlopment 
that  can  be  obtained  from  the  business  records  of  this  railroad.  It  is 
also  the  intention  of  this  paper  to  give  some  insight  into  the  imjwr- 
tance  of  the  role  of  the  railroad  outside  of  its  usual  part  as  a  (*arrier 
only.  In  the  encouragement  of  traffic  ix'culiar  to  its  own  region  it  was 
expedient  for  a  railroad  to  favor  some  industries  over  others,  some 
areas  ov'er  others,  some  businessmen  over  others.  It  was  important 
for  the  flow  of  traffic  that  certain  communities  be  encouraged  at  the 
expense  of  others.  Although  the  physi(*al  jire-sence  of  the  railroad  it¬ 
self  may  account  for  some  alteration  in  the  established  patterns  of 
regional  economy,  the  conscious,  active,  and  delilx'rate  attempts  of 
the  railroad  management  to  influence  thi*  din'ction  of  regional  growth 
may  well  be  con.sidered  as  determining  factors. 

The  significance  of  some  of  the  major  decisions  and  actions  of  this 
road  has  not  been  entirely  obscure.  For  (>xample,  Mi.ss  Ethel  Armes 
in  her  pioneer  book  on  the  .subject  The  Story  of  Coal  and  Iron  in  Ala¬ 
bama  could  not  help  being  impre.s.sed  with  the  frequency  with  which 
this  road  was  mentioned  in  th(‘  intervi(*ws  which  she  had  with  the 
entrepreneurs  of  the  region  who  were  still  alive  at  the  tiim*  of  her 
writing.  In  .spite  of  her  primarj'  interests  in  the  companies  and  men 
who  were  the  active  participants,  .she  cann*  to  the  conclusion  that  the 
development  of  the  Birmingham  District  could  not  have  come  alwut 
without  the  cooperation  and  encourag(‘m<*nt  behind  the  .scenes  of  the 
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pnvsideiit  and  managi'ment  of  this  railroad,  which  she  labeled  “the 
great  shaping  force.’’*  It  was  this  same  general  realization  which  drew 
a  reluctant  admiration  from  one  of  the  chief  critics  of  the  road.  Brax¬ 
ton  B.  Comer,  pre.sident  of  the  Alabama  Railroad  Commission  in  190.'), 
grudgingly  admitted  that  the  concessions  which  this  road  had  made 
in  ord(‘r  to  get  the  ironmakers  into  production  plac(‘d  it  in  a  top 
|M).sition  among  the  makers  of  tin*  Birmingham  region. ^ 

Such  assi'rtions  were  the  result  of  ix*rsonal  contacts  with  the  coal 
and  iron  men  of  the  .state.  However,  the' full  statemimt  of  this  role 
could  come  oidy  after  an  extensive  resi'arch  into  the  archives  of  the 
road  itself.  These  records  fill  a  two-story  brick  warehoust*,  the  so- 
called  “deadhouse,”  at  the  back  of  the  L&N  yards  in  Louisvilh*. 
Kentucky.  They  are  also  housed  in  part  in  the  main  office  building, 
and  overflow  into  spare  rooms  in  loading  sheds.  Here  until  a  few  years 
ago  lay  unused  the  complete  transactions  of  the  closed  mi'etings  of  the 
boards  of  directors,  the  day-to-day  records  of  land  sales,  contracts, 
pa.ssengcr  and  freight  corresjwndence,  and  whole  blocks  of  records 
acquired  with  the  purchasi'  or  control  of  other  railroads. 

An  intensive  research  into  these  files  does  not  reveal  a  comph'tc 
substantiation  of  Miss  Armes’  statement  that  the  Birmingham  indus¬ 
trial  area  would  not  have  developed  without  IxkN  supervision.  The 
records  do  supiiort  rather  fully  the  idea,  implicit  in  both  her  statemc'iit 
and  that  of  the  railroad  commissioner,  that  the  industrial  growth  of 
that  region  would  certainly  have  been  a  different  one  had  it  not  b('cn 
for  L&N  intervention. 

The  geographical  position  of  this  road  had  much  to  do  with  its 
eventual  influence  in  the  mineral  district  of  Northern  Alabama.  The 
main  stem  was  completed  betweim  the  two  terminal  points  of  Loui.s- 
ville  and  Nashville  just  prior  to  the  outbreak  of  the  Civil  War.  Bc- 
caiLse  of  this  north-.south  position  it  became  an  important  transporta¬ 
tion  link  which  served  and  received  payment  from  lK)th  South  and 
North.  Although  lx)th  forces  demolished  its  bridges  and  tore  up  its 
tracks,  each  in  turn  had  an  interest  in  repairing  and  maintaining 
the  sections  under  its  imnu'diate  control.  As  a  result,  the  road  did 

‘  Ethel  M.  Armes,  The  Story  of  Coal  and  Iron  in  Alabama  (Birmingham,  1910), 
p.  278. 

*  Proceedings  Before  the  Alabama  Railroad  Commission  at  Montgomery,  Ala.,  on 
A pril  3-6  and  May  3-6,  15,  1905,  in  the  Matter  of  Fertilizer  Rales  and  on  the  Gem  ral 
Revision  of  Freight  Rates  in  Alabama  (Montgomery,  1905),  p.  1 1. 
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not  share  in  the  general  destruction  and  deterioration  suffered  by  the 
other  roads  of  the  region.  On  the  contrary,  the  maintained  a 
net  income  of  several  million  dollars  for  each  year  that  the  war  lastiKl. 
When  the  opportunity  came  after  the  war  to  buy  into  and  control 
several  of  the  less  fortunate  southern  lines,  tlu*  L&N  was  in  sound 
financial  condition  and  ready  to  expand. 

There  were  other  and  important  rea.sons  why  this  expansion  took 
place  to  the  .south  of  Nashville,  but  the  magnetic  force  which  dn‘w 
the  railroad  in  this  direction  was  the  vast,  barely  touched  mineral 
district  of  northern  Alabama.  This  con.sisted  largidy  of  mountainous, 
unsettled,  public  domain  available  for  selection  by  the  railroad  that 
manag(>d  to  build  through  the  an‘a.  By  the  control  of  this  miruTal 
land,  a  lucrative  traffic  in  coal  and  iron  was  foreseen.^ 

The  mineral  area  after  the  war  produced  neither  coal  nor  iron. 
The  scattered  charcoal  forges  which  had  operated  on  a  small  scale 
before  the  war  gave  way  during  the  war  period  to  blast  furnaces  and 
rolling  mills  which  turned  out  cannon  and  armor  plate  for  the  Con¬ 
federacy.  These  in  turn  were  prime  objectiv'es  for  federal  raiders  and 
before  the  end  of  the  war  all  but  one  of  the  plants  of  the  state  had 
been  reduced  to  shapeless  piles  of  stone,  cliarred  wood  and  twi.st(‘d 
metal.  The  fact  remained,  howev'er,  that  iron  of  good  quality  had 
been  produced  in  the  region  on  a  commercial  scale.  It  was  the  promise 
of  these  efforts  and  not  the  effective  current  production  which  tempted 
the  L&N  into  the  Birmingham  area  in  1871.^ 

The  circum.stances  under  which  the  L&N  entered  this  area  in  that 
year  determined  the  site  of  the  future  city  of  Birmingham  as  a  focal 
point  for  southern  industrial  enterjirist*.  The  railroad’s  entrance 
saved  the  Jefferson  County  area  from  a  s(‘condary  jxisition  as  a  f(*eder 
territory  for  Tenne.s.see  manufacturing.  It  Ix'gan  an  alliance  of  the 
li&N  with  an  energetic  group  of  Alabama  businessmen  and  planters 
which  had  both  railroad  inve.stments  and  con.siderable  pro|x>rty  in¬ 
terests  in  the  region  and  which  was  dedicated  to  the  exploitation  of  the 
mineral  resources  of  northern  Alabama.  The  Ia&N  threw  in  the*  W(*ight 
of  its  accumulated  war  profits  on  the  side  of  this  group  and  against  a 
like  group  which  was  intent  on  making  a  manufacturing  center  of 
Chattanooga.  The  L&N  secur(‘d  control  of  two  Alabama  lines  and 

®  Annual  Report  of  the  President  and  Directors  of  the  IjOuistnUe  and  Nashmlle 
Railroad  Company  (Ix)uisville,  1866),  pp.  20,  .50. 

*  Amies,  op.  cit.,  pp.  98,  186,  187. 
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constructed  a  difficult  and  costly  link  between  them  and  its  own 
system  to  the  north.  It  secured  thereby  a  potential  manufacturing 
center  on  its  own  line  which  w’ould  produce  freight  primarily  for  tin* 
I^N.5 

This  freight  was  important  to  the  railroad  because  it  promised  to 
solve  one  of  its  major  traffic  difficulties.  The  bulk  of  the  L&N  freight 
was  southbound,  and  its  empty  cars  returned  northward  as  dead 
weight  on  the  .system.  Even  at  very  low  rates,  a  large  revenue  could 
be  obtained  from  northbound  traffic  at  little  additional  expense.® 

For  a  short  time  after  this  expansion  it  seemed  that  the  expecta¬ 
tions  of  the  road  were  to  be  realized.  Timber  began  to  move  north¬ 
ward  over  the  line.  Coal  in  small  quantities  formed  a  part  of  L&X’S 
revenue  as  mines  opened  in  the  Warrior  Field  north  of  Birmingham. 
The  group  of  businessmen  and  planters  whose  interests  had  Ix^'ii 
served  by  this  L&N  expansion  constructed  two  charcoal  pig  iron 
furnaces  and  opened  additional  coal  mines.^ 

These  enterprises  had  hardly  begun  to  function,  however,  by  1873. 
As  the  full  force  of  the  depression  of  that  year  struck  the  newly  re¬ 
built  industries,  they  collapsed  for  the  second  time  within  a  decade, 
destro3ring  all  of  the  progress  made  since  the  close  of  the  war.  Then 
began  the  realization  that  for  good  or  ill  the  whole  framework  of  the 
L&N  depended  upon  the  outcome  of  this  gamble  in  Alabama.  To 
have  access  to  abundant  mineral  resources  was  not  enough.  To  have 
made  an  alliance  with  men  of  energy  and  ability  was  not  enough.  In 
order  to  save  the  huge  investment  which  it  had  made  in  its  southern 
expansion,  and  in  truth  to  save  the  road  itself  from  economic  ruin,  the 
Ij&N  decided  to  play  a  more  active  part  in  the  production  of  the 
vitally  neces.sary  mineral  freight. 

This  depression,  then,  marked  the  turning  point  in  the  role  which 
the  railroad  played  in  this  region.®  From  this  point  on,  it  functioned 
beyond  the  conventional  bounds  of  transportation  and  to  a  large 
extent  controlled  and  determined  its  own  future  and  that  of  the  region 

®  Ibid.,  pp.  243-249.  For  other  accounts,  see  Kincaid  A.  Herr,  The  Louisville  A 
Nashville  Railroad,  1850-1942  (Louisville,  1943),  pp.  29,  30,  and  George  R.  Leigh¬ 
ton,  Five  Cities  (New  York,  1939),  p.  110;  LdkN  Annual  Report,  1873-74,  p.  7. 

**  Ibid.,  p.  11. 

'  Armes,  op.  cit.,  pp.  241,  242,  2f/3. 

**  LAN  Annual  Report,  1874-7.5,  p.  8.  A  first  discussion  by  the  general  manager 
of  the  road  of  the  value  of  direct  investment  in  iron  furnaces. 
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through  which  it  operated.  Here  began  the  series  of  loans  and  ad¬ 
vances  and  crucial  investments  in  key  developments.  Here  began  the 
long  fight  against  periodic  depressions  and  panics  which  threatened  to 
liquidate  both  the  railroad  and  the  w'hole  industrial  district.  Here 
b(>gan  that  active  faith  in  the  maxim  of  the  iron  and  coal  fields,  “Build 
ye  a  blast  furnace  and  all  things  shall  be  added  unto  you.” 

The  first  major  investment  made  by  the  railroad  at  the  low  point 
of  the  depression  was  in  an  improved  blast  furnace.  Paradoxically, 
in  a  region  rich  in  both  coal  and  iron,  the  conversion  from  pig  iron 
made  with  charcoal  to  that  made  with  coke  had  never  berm  made. 
This  important  technolc^cal  change,  partially  subsidized  by  the 
LAN,  took  place  at  the  plant  erected  by  the  Alabama  group  near 
Birmingham.  Milton  H.  Smith,  succes.sively  traffic  manager,  vice- 
president  and  president  of  the  LAN  over  a  span  of  some  fifty  years, 
later  explained  that  his  attempt  at  regional  rehabilitation  began  with 
this  plant.  “One  of  the  first  things  was  to  aid  in  a  venture  to  manu¬ 
facture  iron  (with  coke)  at  Oxmoor.  The  directors  and  officers  of  the 
road  contributed.  .  .  .  The  LAN  notwithstanding  its  impecunious 
condition,  put  in  about  $125,000  Actual  company  subscrip¬ 

tions  to  the  stock  of  this  plant  amounted  to  $60,000  within  two 
years. In  order  to  keep  this  plant  in  operation,  the  railroad  then 
instituted  a  sliding  scale  of  rates  on  pig  iron.  For  every  dollar  advance 
in  the  price  of  pig  iron  per  ton,  the  LAN  added  25  cents  a  ton  freight 
rate.  When  prices  went  dowm,  rates  went  down.  Cash  pa3rments  for 
freight  were  also  deferred  and  partially  paid  for  by  additional  shares 
of  capital  stock.” 

The  road  assured  low  rates  also  for  the  Birmingham  Rolling  Mill 
Company,  which  soon  followed  the  successful  operation  of  the  blast 
furnace.  The  minutes  of  the  LAN  board  of  directors’  meetings  show 
the  same  pattern  of  deferred  freight  payments  until  the  Rolling  Mill 
could  be  firmly  established.  The  road  eventually  held  $23,800  of  this 
company’s  stock  taken  in  place  of  cash. 

*  Fertilizer  Rates,  1905,  p.  183. 

Minutes  of  the  Louisville  and  Nashville  Railroad  Board  of  Directors’  Meet- 
inj58  (Office  of  the  Secretary  to  the  President,  Louisville  and  Nashville  Railroad 
Office  Building,  Louisville,  Kentucky),  III,  5,  Oct.  4,  1877;  ibid..  Ill,  8,  Jan.  9, 
1878. 

“  Fertilizer  Rates,  1906,  pp.  56, 183;  LAN  Minutes,  III,  8,  Jan.  9, 1878. 

»*  Ihid.,  Ill,  99,  Mar.  3,  1880;  ibid..  Ill,  278,  279,  Jan.  25,  1881;  i6id.,  IV,  85, 
Xov.  15,  1884. 
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Still  another  example  of  participation  by  investment  was  in 
the  Sloss  Furnace  Company  in  1881.  Here  the  I.AN  invested  $80,000. 
directly.  This  company  was  more  particularly,  however,  a  joint 
enterprise  of  two  Ij&N  officials  who  invested  pi'rsonal  fortuiu.s. 
The  president  of  this  company  was  ,1.  W.  Sloss,  president  of  one  L&X- 
controlled  railroad  and  a  director  of  another.  The  vice-president  was 
B.  F.  Guthrie,  one  of  the  most  influential  of  the  directors  of  the  L&X 
it.self.i» 

A  few  years  later,  the  I^N  provided  $100,000  for  the  development 
of  the  coal  and  iron  projx'rty  of  Hiuiry  DeBardeleben,  one  of  the  lead¬ 
ing  entrepreneurs  of  the  region.  There  was  apparently  little  restric¬ 
tion  on  the  use  of  this  money  as  long  as  it  promot(‘d  mineral  produc¬ 
tion.^^ 

Direct  investment  by  the  road,  its  directors,  or  its  friends  was  one 
means  of  encouraging  and  guiding  this  industrial  development.  How¬ 
ever,  some  of  the  most  interesting  sidelights  upon  this  regional  growth 
can  be  seen  through  a  close  look  at  the  L&N  land  office  records. 
Through  a  shrewd  handling  of  the  half  million  acres  of  Alabama  land 
which  it  acquired  with  the  Alabama  lines,  the  L&N  could  determine 
in  large  part  not  only  who  did  the  developing,  but  where,  at  what 
cost,  and  in  what  quantity.  Those  who  bought  mineral  land  from  this 
road  signed  an  agreement  with  its  president  wherein'  they  stated  the 
amount  of  capital  which  they  would  invest,  the  number  of  mines  to 
be  opened  by  a  definite  date,  or  the  number  of  furnaces  to  be  put  in 
blast  at  a  certain  volume,  guaranteeing  in  each  ca.se  a  specific  amount 
of  freight  to  the  L&N  exclusively.^® 

One  of  the  major  duties  of  the  L&N  land  agent  at  Birmingham  was 
to  check  upon  the  financial  standing  of  each  applicant  for  mineral 
lands.  This  w'as  not  to  ascertain  whether  the  company  or  individual 
could  pay  for  the  land  in  question,  but  to  see  whether  there  was 


Armes,  op.  cit.,  p.  288;  L&N  Minutes,  IV,  85,  Nov.  15,  1884;  Business  letter¬ 
head  of  the  company  in  Land  Office  File  No.  2323  (Real  Estate  Office,  L&N  Office 
Building,  Louisville,  Kentucky). 

Ij&N  Minutes,  III,  483,  June  6,  1883. 

**  Above  generalizations  based  upon  intensive  research  into  the  land  office 
records  at  Ijouisville.  For  at  least  one  direct  summation  of  this  general  policy 
there  is  a  letter  by  Milton  H.  Smith,  president  of  the  L&N,  to  the  effect  that  this 
ha<l  been  his  policy'  for  more  than  twenty  years.  M.  H.  Smith  to  M.  M.  Bosworth 
(President  of  the  Pittsburgh  and  Southern  Coal  and  Iron  Company),  Sept.  11 
1903,  I^nd  Office  File  No.  2463. 
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sufficient  cash  in  the  deal  to  produce  freight  after  the  purchase  of  the 
land. 

The  road  was  not  primarily  interested  in  making  any  great  amount 
on  its  land  sales.  It  was  more  interested  in  the  freight  production 
from  these  holdings.*®  The  land  was  sold  in  the  main  on  time  pay¬ 
ments  of  two  or  three  years’  duration.  In  less  prosiierous  years  thest* 
cash  pa)rments  were  waived  for  many  companies  in  order  that  the 
available  cash  might  be  used  for  the  continued  production  of  coal 
and  iron.  In  some  cases  the  road  exchanged  land  notes  for  company 
bonds  in  lieu  of  cash.  Such  an  arrangement  was  made,  for  example, 
VNith  the  Warrior  Coal  and  Coke  Company  which  bought  more  than 
5,000  acres  of  coal  land  from  the  L&N  in  the  early  ’eighties.  In  addi¬ 
tion,  the  railroad  also  loaned  this  same. company  $15,000  a  few  years 
later  for  necessary  property  improvements  and  agreed  to  the  repay¬ 
ment  of  the  loan  in  coal.*^ 

The  railroad  could  decide  who  should  make  the  development  by 
selling  or  mthholding  its  land  as  well  as  by  making  the  purchase  terms 
easy  or  hard.  It  could  also  determine  largely  how  much  the  private 
land  might  be  sold  for  in  the  area  by  the  price  which  it  asked  for  its 
own.  The  railroad  lands  were  not  concentrated  in  large  blocks,  but 
interspersed  among  private*  holdings  in  a  thirty-mile-uide  strip 
through  the  center  of  the  state.  The  way  in  which  the  road  could 
favor  a  client  in  which  it  had  faith  so  that  private  lands  could  be 
bought  at  a  minimum  price  was  demonstrated  again,  in  the  case*  of 
Henry  DeBardelebe*n.  When  he  was  amassing  his  large  holdings  in 
preparation  for  the  founding  of  the  DeBardelebe*n  Coal  and  Iron 
Company,  the  basis  for  the  ne*w  iron  city  of  B(*.ssemer,  he,  became  in¬ 
terested  in  some  of  the  IsfeN  ore  and  coal  lands  in  the  Blue  Creek 
Basin  southwest  of  Birmingham.  As  was  its  custom,  the  railroad  sent 
an  engineer  with  a  working  party  into  the  area  to  estimate  the  prob¬ 
able  extent  of  the  minerals.  This  party  dug  test  pits  into  the  various 
coal  seams,  analyzed  the  ash  from  burned  samples  of  the  coal,  and 
estimated  the  positions  of  the  ore  d(*ix)sits.  The  r(*d  iron  ore  occurre<l 

This  policy  wa.s  instituted  from  the  very  l)eginning  of  the  land  sales.  “No.  2 
Report  of  Land  Commission,”  May  23, 1873,  Land  Office  File  No.  2003. 

LAN  Land  Sales,  I,  1884,  passim.  (Record  of  each  sale  in  brief  form.  Real 
Estate  Office);  LAN  Minutes,  IV,  26,  Sept.  29,  1884;  ibid.,  IV,  85,  Nov.  15,  1884; 
ibid.,  IV,  Apr.  28,  1886,  Minutes  of  the  I.ouisville  Finance  Committee  of  Apr.  10, 
1886. 
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near  this  basin  some  ten  feet  thick,  but  the  party  did  not  make  any 
accurate  examinations  of  this  deposit  to  determine  its  depth.  At  llu* 
request  of  DeBardeleben,  and  apparently  with  the  full  consiuit  of 
Smith,  only  an  approximate  apprai.sal  of  this  ore  appeared  on  the  map 
of  the  area  drawn  by  the  engineer  in  charge  of  the  party.  His  noti*  on 
the  mattiT  was  that  he  had  “made  no  examination  of  the  Fo.s.sil  Kcd 
Ore  (as  Mr.  DeBardelelien  requested  me  not  to  uncover  tlu*  veins 
until  he  had  made  further  purchase's).  .  .  .  The  I^feN  obviously 
desired  to  cooperate  with  DeBardeleben  and  capitalize  on  his  genius 
for  industrial  promotion  and  so  withheld  a  part  of  its  information 
about  the  ba.sin  area  in  order  that  the  land  not  owned  by  the  railroad 
could  be  obtained  at  a  rea.sonable  price.  DeBardeleben  undoubte'dly 
referred  to  this  arrangement  when  he  .said  in  connection  with  his 
selection  of  Bessemer  as  his  new  industrial  site  “  ‘There  are  somi'  few 
of  us  who  are  fully  aware  of  the  ore  situation.  The  red  ore  tributary 
to  this  location  has  greater  tonnage  and  is  better  in  quality  than  all 
the  balance  of  the  State.’ 

Through  a  combination  of  factors  such  as  direct  investment,  agne- 
ments  made  with  purchasers  of  its  land,  low  rate  agreements  for 
hauling  raw  materials  and  a  willingness  to  bring  a  spur  line  to  the 
very  door  of  any  proposed  development,  the  Ia&N  came  to  a  position 
of  almost  complete  domination  of  the  mineral  transportation  of  tlu* 
Birmingham  area,  both  in  raw  materials  and  in  finished  prodiK  t. 
By  1883,  the  road  held  contracts  with  every  furnace  company  in 
Birmingham.^® 

From  this  position  the  road  could  then  determine  in  large  part 
where  the  mines  and  quarries  were  to  be  opened  to  fet'd  the  raw  ma- 
tt'rials  into  the  furnaces.  Typical  of  this  development  was  the  exten¬ 
sion  of  the  railroad  into  its  Murphree’s  Valley  lands  to  the  northeast 
of  Birmingham.  The  valley  contained  very  desirable  ores,  coal,  and 
limestone  for  flux.  In  order  to  obtain  this  desirable  quality  of  raw 
materials  the  established  industries  were  willing  to  agree  to  even  more 
exclusive  contracts.  The  newer  industries  were  also  thereby  tied  to 
tlie  railroad.  As  the  new  c(*ntei*s  .such  as  Bi'ssemer  and  En.sley  adikd 
mills  and  furnaces  to  the  region  in  the  mid-’eighties,  the  Ij&N  Imuiul 
them  into  the  system  with  the  a.ssuranco  of  transportation  of  raw 

George  D.  Fitzhugh  to  M.  H.  Smith,  Apr.  14,  1884,  Land  Office  File  No.  2(118. 

.\rmes,  op.  cil.,  p.  334. 

I..&N  Minutes,  III,  504,  505,  Jan.  19,  1884. 
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materials  of  good  quality  at  low  rates.  The  companies  in  turn  agrwd 
to  an  exclusive  contract  for  raw  materials  from  Murphree’s  Valley 
and  guaranteed  as  much  as  three  fourths  of  the  finished  iron  product 
to  the  road.** 

With  its  coal  lands,  this  delilx'rate  policy  of  controlled  expansion 
was  even  more  definite.  The  road  carefully  sold  all  of  its  outlying 
coal  lands  and  retained  one  large  block  of  some  50,000  acres  northwest 
of  Birmingham.  This  area  was  then  u.s<‘d  as  a  kind  of  re'gulator  of  the 
coal  produced  for  L&N  transixirtation,  a  reservoir  upon  which  to 
draw  as  it  wished.  Spurs  were  .sent  into  this  region  only  when  the  road 
was  ready  to  handle,  or  luxMled,  the  additional  freight.  As  short  spur 
lines  were  projected  into  the  re.s(‘rv(‘d  area,  all  of  the  lands  were  sold 
in  their  immediate  vicinity.  Mines  were  then  op<*ned  according  to 
specific  contracts,  and  the  additional  traffic  supplied.  In  later  years 
this  resulted  in  the  rather  pi'culiar  fact  that  although  the  had  a 
tight  network  of  spurs  and  branches  inclosing  the  entire  Birmingham 
region,  the  main  Ixidy  of  its  own  land  holdings  had  no  rail  lines 
through  it.  The  vice-pre.sident  of  the  road  explained  this  fact  to  a 
rather  confused  applicant  for  land  who  could  not  understand  why  the 
land  for  sale  was  not  along  one  of  the  existing  lines  of  the  road.  “It 
has  been  in  the  past  the  practice  of  the  L&N  to  .sell  .such  lands  at 
nominal  prices  to  parties  willing  to  develop  them  as  lines  are  con¬ 
structed  for  their  development.  This  accounts  for  the  fact  that  the 
lands  now  owned  by  the  Ix&N  are  not  reached  by  it.”** 

The  records  of  this  railroad  reveal  many  other  aspects  of  the  |X)wer 
which  such  a  company  could  exert  in  the  growth  and  development  of 
a  given  region.  The.se  are,  unfortunately,  beyond  the  .scope  of  the 
present  paper.  Through  strategic  building,  the  L&N  took  the  prod¬ 
ucts  of  this  region  to  new  and  better  markets.  It  built  wharves  and 
controlled  steamship  lines  in  furtherance  of  this  de.sign.  It  encouraged 
agricultural  diversification  and  helped  to  free  an  area  from  deix*nd- 
ence  upon  a  limited  number  of  cash  crops.  It  promoted  the  immigra¬ 
tion  of  independent  northern  farmers  of  German  and  Scandinavian 


Ibid.,  passim.  For  one  typical  example,  see  the  contract  with  the  Tennessee 
Coal  and  Iron  Company,  Ij&N  minutes,  IV,  417-420,  Feb.  9,  1887;  I^md  Office 
File  No.  2990. 

**  L&N  Annual  Report,  1888.  See  Appendix;  I..&N  maps  of  1886  and  1896,  I^ind 
Office  Files  No.  2148, 2462;  W.  Mapother  to  XXth  Century  Heatinn  and  Ventilat¬ 
ing  Company,  Akron,  Ohio,  May  8,  1906, 1.and  Office  File  No.  2721. 
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origin  and  influenced  the  characteristics  of  the  population  itself.  In 
short,  the  life  of  this  railroad  was  inextricably  tied  to  all  of  the  vital 
functions  of  the  community  which  it  served.  Consequently,  tlio 
complete  story  of  any  major  change  in  that  area  cannot  be  told  with¬ 
out  an  understanding  of  the  part  which  the  L&N  played  as  revealid 
through  its  own  busine.ss  records. 

Je.\n  E.  Keith 

Baltimore,  Maryland 
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EDITOR’S  COLUMN 

There  is,  and  has  been  for  hundreds  of  years,  a  dichotomy  in  our 
culture  of  vast  significance  to  business:  the  concept  of  a  moral  dual¬ 
ism,  the  material  as  against  the  spiritual,  the  things  of  this  world  as 
opposed  to  those  of  another.  I.arge  segments  of  society  have  a.sso- 
ciated  evil  with  the  material,  and  hence  with  business.  Some  bu.sines.s- 
nicn  hav'e  reconciled  the  two  sets  of  values,  sec'ing  them  not  as  anti¬ 
pathetic  but  as  complementary;  many  have  failed  to  consider  the 
problem  or  even  to  recognize  that  one  exists. 

Mr.  Stanley  S.  Miller,  Re.search  As.sociate  of  the  Graduate  School 
of  Business  Admiiust ration.  Harvard  University,  gives  us  a  glimpse  of 
the  attitude  toward  these  dual  values  shown  by  three  medieval  men 
in  business:  Domenico,  Lapo,  and  Francesco.  Propo.sing  no  specific 
reconciliation  of  the  diverse  points  of  view,  the  author  brings  the 
issue  down  to  our  own  times. 

In  “The  Office  of  President  in  the  American  Textile  Industry,"  Dr. 
Frances  W.  Gregory  examines  the  functions  and  characteristics  of 
that  official  in  nineteenth-century  New  England.  He  was  not  the 
chief  executive  officcT  of  his  company,  and  his  characteristics  changed 
from  one  generation  to  another;  nonetheless  the  president’s  functions, 
though  rather  .special  and  somewhat  intangible,  were  important. 

In  these  days  of  discus.sion  of  the  propo.sed  Great  Lakes-St.  Law¬ 
rence  waten^ay,  it  is  interesting  to  see  how  a  private  effort  was  made 
early  in  the  nineteenth  century  to  proNude  another  man-made  link  in 
those  same  waters  to  carry  products  from  the  great  mid-ContiiK‘nt  to 
the  ocean.  Dr.  Hugh  G.  J.  Aitken  of  the  Research  Center  in  Entre¬ 
preneurial  History,  Harvard  University,  in  “Financing  the  Welland 
Canal:  An  Episode  in  the  History  of  the  St.  I^awmiice  Waterway” 
shows  how  a  corporation  chartered  in  Canada  st niggled  to  obtain  the 
necessary  funds.  His  article  raises  some  is.sues  on  this  subject  which 
are  as  aliv'e  today  as  they  were  over  a  century  ago. 

Traditionally  we  have  looked  uiKin  railroads  as  common  carriers 
only;  however,  as  private  business  concerns  in  a  comix'titive  .system, 
early  railroads  could  not  sit  and  wait  for  traffic  to  develop  but  had  to 
go  out  to  promote  it.  Air.  J(‘an  E.  Keith  in  “The  Role  of  the  Louis¬ 
ville  and  Nashville  Railroad  in  the  Early  Development  of  Alabama 
Coal  and  Iron”  shows  how  one  railroad  went  aliout  promoting  busi- 
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ness  for  itself  and  in  the  process  helped  lay  the  foundations  of  a  gn  at 
industrial  region.  The  methods  of  this  particular  road  and  the  part  ic¬ 
ular  circumstances  within  which  it  worked  were  somewhat  unustial, 
but  the  objectives  and  results  have  a  general  significance. 

********* 

At  the  Mis.si.'vsippi  Valley  Historical  A.ssociation  meeting  in  Chicago 
last  April,  a  group  of  historians  met  informally  and  formed  the  so- 
called  “Sheraton  Group.”  This  group  is  to  act  as  a  clearing  house  for 
(.  information  about  research  work,  publications,  and  opportunities  for 

i..  re.search  in  business  history.  The  Business  Historical  Society  has 

t  volunteered  to  circulate  such  information  as  is  sent  to  it.  There  is  no 

C  *  • 

(  charge  for  membership  in  the  Sheraton  Group.  The  Assistant  Editor 

of  the  Bulletin  is  secretary  of  the  organization,  and  inquiries  may  l)c 
.s('nt  to  her  in  care  of  the  Business  Historical  Society. 

A  supplement  to  the  present  issue  of  the  Bulletin  entitled  “The 
Beginnings  of  German  Business  History”  will  be  sent  to  members  of 
the  Society.  It  is  believed  that  this  long  article  will  be  more  useful  in 
this  form  than  if  it  were  divided  among  several  issues  of  the  Bulletin. 

The  author.  Dr.  Fritz  Redlich,  contributes  in  this  article  the  n- 
sults  of  his  survey  of  publications  in  Gennany  dealing  especially  with 
the  history  of  businessmen  and  firms  and  also  with  general  publica¬ 
tions  on  business,  and  business  tools.  This  is  an  effort  to  describe  and 
to  evaluate  an  intellectual  movement  rather  than  to  present  a  com¬ 
plete  bibliography.  Yet  it  should  serve  as  a  very  useful  introduction 
both  to  that  movement  and  to  the  literature  which  it  created.  It.s 
usefulness  is  largely,  of  course,  owing  to  the  author’s  rich  scholarship 
in  the  field  of  German  economic  history  and  to  his  knowledge  of  the 
development  of  business  in  Germany  and  the  United  States. 

********* 

Raymond  S.  Ginger  is  the  recipient  of  the  Business  History  Fellow¬ 
ship  for  the  academic  year  1952-1953.  This  Fellowship,  awarded  by 
the  Business  Historical  Society,  carries  a  stipetid  of  $4,000  and  en¬ 
ables  an  advanced  scholar,  usually  the  holder  of  a  doctor’s  degr(*e  in 
history,  to  spend  a  year  of  study  and  research  at  the  Harvard  Grad¬ 
uate  School  of  BiLsiness  Administration.  The  recipient  of  the  Fellow¬ 
ship  is  p(*rmitted  free  use  of  his  time  while  at  Harvard  to  pursue 
whatever  aspects  of  the  history  of  business  he  may  choose.  Dr. 
Ginger  will  take  a  year’s  leave  of  absence  from  his  duties  as  Assistant 
Profe.s.sor  of  Economics  at  Western  Reserve  University. 


SECRETARY’S  COLUMN 


The  Council  of  the  Business  Historical  Society  held  its  annual 
mf'eting  on  May  20,  1952,  at  the  Parker  House  in  Boston.  The  exist¬ 
ing  slate  of  officers  was  re-elected.  The  api)ointment  by  the  Executive 
Committee  of  Miss  Hilma  Holton  as  Assistant  Editor  of  the  Bulletin 
of  the  Business  Historical  Society  was  confirmed.  The  Council  added 
to  its  membership  Professor  John  G.  B.  Hutchins  of  Cornell  Univer¬ 
sity,  Professor  Richard  C.  Overton  of  Northwestern  University  and 
Professor  Harold  F.  Williamson  also  of  Northwestern  University. 

On  June  3,  1952,  the  Council  suffered  the  loss,  by  heart  attack,  of 
its  Vice-President,  Mr.  John  C.  Kiley  of  Boston.  Mr.  Kiley  had 
served  as  Council  member  since  1941  and  had  taken  an  active  interest 
in  Society  affairs.  Mr.  Kiley  was  one  of  Boston’s  leading  real  estate 
brokers  and  was  the  contributor  in  1941  of  an  article  to  the  Bulletin 
of  the  Business  Historical  Society  entitled,  “Changes  in  Realty  Values 
in  the  Nineteenth  and  Twentieth  Centuries.”  Mr.  Kiley’s  unexpired 
term  as  Vice-President  of  the  Business  Historical  Society  is  to  be 
filled  by  Mr.  D,  George  Sullivan  who  is  Vice-President  and  Treasurer 
of  the  Massachusetts  Hospital  Life  Insurance  Company. 
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